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Asia and Alcatel. Worldwide 


From Indonesia to China, India to Thailand 


and Malaysia to the Philippines, we are helping 


to provide solutions in communications systems. 


This involves digital switching, intelligent net- 
works, PBX, mobile communications, microwave 


links, optical submarine cables and rural 


communications. To date, over 38 milliog 
telephone lines are installed or on orde 
throughout the region. | 

As part of Alcatel Alsthom, we believe thal 
the best solutions stem from a combination o! 


global experience and local understandind 
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nmunications systems in action: ANC 
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Which is why our 134,000 employees work in 
close partnership with our customers in more 
than 110 countries. 

And through these partnerships we are 
helping to bring people together. Both within 
Asia and with the rest of the world. 
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Alcatel myad Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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Really good service 





isn't just 
being polite to strangers- 
it’s understanding 
what someone is accustomed to 
‘and taking care of worries for them. 
This is the type of service 
we extend, 
because this is the service 


you deserve. 


hôtel royal taipei | 


37-1, Section 2, Chung Shan North Road, 


Taipei, Taiwan, R.O.C. 
Tel: (02) 542-3266 Fax: (02) 543-4897 


senikko hotels international 


For reservations, call your travel agent, 
the nearest LRI office, Japan Airlines office * 
or Nikko Hotels International. 
Hong Kong 739-4321 
Tokyo 03-3248-4321 Osaka 06-226-4321 
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LETTERS 





| His Own Worst Enemy 
| In Nayan Chanda's 2 December article Fis- 


sion Chips Down, Peter Hayes is quoted 
as arguing that North Korea's "priority is 
to obtain capital and technology now 
blocked by US legislation in order to mod- 
ernise its economy." He gives the impres- 
sion that it is the US that has blocked North 
Korea's development. I disagree. 

It is iothing but North Korea's own po- 
litical system that is obstructing its deve- 
lopment. Kim Il Sung behaves as though 
he were God. He pretends to know every- 
thing: architecture, agriculture, civil engi- 
neering, electronics, shipbuilding, mining, 


i and everything else. Every word that he 
| utters is law of the land. Kim Jong Il, the 


son and heir apparent, is even worse. What 
is blocking North Korea's progress is not 
the US but a lack of human rights and de- 
mocracy. It is commonly reported, for ex- 
ample, that North Korea has 152,000 politi- 
cal prisoners. It is high time human-rights 
organisations wrote more comprehensive 
reports on North Korea. 
KEN HASEGAWA 
Tokyo 





On Track 
Thank you for your article on Manila's sec- 
ond light-rail transit system [Looking for a 
New Ride, 4 Nov.]. Unfortunately, it does 
not fully explain why I am trying to undo 
the "done deal" Unless explained, the 
reader will not know whether President 
Ramos' decision to "thwart" all opposition 
to the US$350-450 million public utility 
project shows "political will" or is nothing 
but a plain refusal to admit a mistake. 

No one in Manila disputes the need for 


| a mass-transport system. But it must be 


i 


| done within the legal system. The Consti- 


tution provides that only Filipinos or cor- 
porations 60% of whose equity is held by 
Filipinos may own and operate a public 


| utility. The law provides that every such 


project go through public provision. Both 
these stipulations have been violated. 

In November 1991, the project was 
awarded without public bidding to EDSA 
Light Rail Transit Corp. Ltd, a Hongkong 
corporation controlled by Eli Levin, a Bri- 
tish passport holder who owns 729 of the 
998 shares. In March 1992, the Aquino ad- 
ministration declared the contract illegal. 
In May 1993, the new administration re- 
vived it as though what was illegal then 
could be declared legal now without any 
change in the law or the facts. 

Under its privatisation programme, the 
government is getting out of business, in- 
cluding such profitable operations as 
Petron. The light-rail transit system puts it 
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back in. The government will run the light 
rail transit system at a loss for 25 years, 
while EDSA Light Rail Transit Corp., which 
will own it, rakes it in. For the first 10 years, 
the government will be paying an annual 
rent of US$72.5 million (minimum), against 
an estimated maximum gross income of 
US$50 million. The annual shortfall could 
reach US$35 million if we include the cost 
of operations. 
SEN. FRANCISCO S. TATAD 
Senate 
Republic of the Philippines 


Obituary: K. Das 1929-93 


K. Das, the REVIEW's distinguished 
correspondent in Malaysia from 
1975-84 died on 19 December in 
Kuala Lumpur after a sudden illness. 
Born Veerasingam Kukathas — K. 
Das was his pen name — he began 
his working life as a commentator 
on Malaysian radio and TV in 1957 
during the heady days of Malaysian 
independence. In 1961 he took a de- 
gree in English literature and politi- 
cal science from the University of 
Melbourne. From broadcasting he 
went on to the country's foreign 
service from 1969-74, before rejoin- 
ing journalism in 1975. 

Though close to many of Malay- 
sia's, first-generation leaders, his 
forthrightness also earned him the 
ire of many politicians. His well- 
known books on Malaysian politics 
included The Musa Dilemma, an 
analysis of the mid-1980s national is- 
sues facing the then-deputy prime 
minister, Datuk Musa Hitam, and 
Questionable Conduct, the 1988 con- 
stitutional controversy between the 
executive and the judiciary. 

His intellectual interests strad- 
dled literature, drama, religion and 
the physical sciences. Das was a 
pioneer on the Malaysian theatre 
scene during the 1960s, as well as a 
founder of the ground-breaking Ma- 
laysian Arts Theatre Group. Among 
other literary achievements was a 
highly personalised English transla- 
tion of the Indian religious epic, 
Ramayan. 

Lately, he was hard at work on 
the only approved biography of the 
late Tunku Abdul Rahman, Malay- 
sia’s founding prime minister, based 
on unpublished interviews and per- 
sonal snippets. When he died, he 
had three unfinished novels on his 
computer disks. 
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EDITORIAL 


Beyond Gatt 


So far, so good — but far more to go 


; deal is far from perfect. But we shall all be much better off if 


nouncement of a new Gatt agreement, Argentine | 

Ambassador Juan Archibaldo Lanus was quoted | 
by Agence France Presse as saying that poor countries such | 
as Mali had little to gain from tariff cuts on such items as | 
semiconductors. Likewise the EC's Tran Van Thinh ob- | 
served that "when the dust settles after the big elephants | 
fight, the real losers will be the poorest countries." With | 
attitudes like these, no wonder it took seven long years to | 


We the rest of the world was cheering the an- 


get an agreement. 


It's not that we don't have our own disappointments’ | 
with the deal struck. We wonder about America's anti- | 
| fragile, authoritarian regimes caught in the crossfire of the 
to critical, real-world issues such as financial services. But | 
nothing could be more pernicious than the idea that only | 
| some of the worst offenders on the Freedom House list — . 


dumping efforts, for example, and the token attention given 


the already rich stand to gain from trade liberalisations. The 
whole history of protectionism in general and the Uruguay 
Round in particular points in precisely the opposite direc- 
tion. Indeed, if rich countries have been guilty of any sin, it 
is in keeping their markets closed. 

Nowhere is this more obvious than in the two most con- 
tentious issues of Gatt: the Multifibre Agreement (MFA) and 
Europe's farm policies. For years the MFA has protected 


some of America’s oldest “infant industries," textiles, from | 
| via and the rise of Muslim fundamentalism. Traditionally, : 
this labour-intensive industry — at an astounding cost of | 
| and political liberty. But what worries the group most this 
; year is what it sees as the ability of not-free countries such 


developing nations that enjoy a comparative advantage in 


US$36,000-82,000 per single job saved. So clearly is this a 
departure from Gatt that it has had to be covered in a sepa- 
rate agreement. Not least of the beneficiaries of the arrange- 


ment to phase out the MFA over the next ten years will be | 
| we would suggest that the link between economic and po- 
_ litical liberty is stronger than ever. For one thing, the newly 
dermine the developing world is in agriculture. For the cost | 
of European subsidies is borne not simply by the European | 
consumer who shells out an extra US$13,000 per European | 
farmer a year so that these farmers can live high off the hog, | 
but also by poor nations whose struggling farmers are un- | 
dercut by the dumping of surplus agriculture at less-than- | 


the world's poorest nations. 
The other bit of protection that has done its best to un- 


market prices and the lack of access to developed-world 


gary and the Czech Republic access to its agricultural mar- 
kets. Worse still, countries like France have now learned 
that they might hold the whole world hostage to the bla- 
tantly protectionist demands of a few. 

The point, surely, is that freer trade is a net gain for all 


the developed world takes it as a beginning rather than an 
end. Li 


East Asia leads the way | 


hen the US-based Freedom House first began its 
surveys of economic and political freedoms some 
twenty years ago, Asia was mostly a collection of 


Cold War and pre-occupied with local insurgencies of vary- 
ing strength. Although even today the region still harbours 


North Korea, Burma, China and Vietnam to name a few — 
East Asia's spectacular growth has today translated into . 


stunning political progress. This track record is worth keep- | - 


ing in mind as Freedom House reports 1993 as "the worst 
single-year setback for freedom since 1972," when it first - 
began its comprehensive surveys. 


Freedom House attributes most of this trend to two broad... |. : 


factors: the collapse of multi-ethnic nations such as Yugosla- 


Freedom House has emphasised the link between economic: 


as China to continue to prosper. 
Without disputing China's lack of basic human freedoms, 


democratised tigers such as Korea and Taiwan show every 
sign of being much stronger than the fledgling democracies 
of Africa and Latin America, where Freedom House notes 
setbacks. Asia's advantages stem largely from an emergent 
middle class and a rule of law imposed by economic neces- 
sity if not political will. And although Asia has more than 


; its share of ethnic tensions, its prosperity appears to be the 
markets. Indeed, it's a funny conception of a united Europe | 
that denies the former communist states of Poland, Hun- | 
, eating it too, retaining a stranglehold on political power 


most reliable balm. 
For the moment China seems to be having its cake and 


while enjoying the fruits of prosperity. But this must be put 


_ into perspective. For however repressive the China of 1993 
_ may be today, it is a far sight better than the China of 1973. 


but a few special interests which by definition prosper : 
despite producing goods consumers do not want. Any | 
liberalisation anywhere boosts efficiency in a global market, | 
which helps lower costs and bring down prices to where | 
consumers — who also are producers — of even countries | 
like Mali might begin to find goods affordable. The Gatt | 


And the most significant factor in this development has been 
the market, which continues to exert pressure on China to 
open up by bolstering an ever more insistent private sector. 
Like most real change, the process will be long, messy and: 
with occasional reversals. But trends count for much. Even if 
Freedom House sees liberty in retreat elsewhere in the world, 
we see a 1994 of continued progress in much of Asia. w 
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C&C for Human Potential 


The first thing you'll 


notice about an Ultra- 


Lite VERSA" is superior 
graphics performance. 


But in this case, beauty 


is far from skin deep. . 


NEC's revolutionary 


notebook computers 
are the first to let you 


choose any configu- 


thing yourself in just 
seconds. Even switch 
from a monochrome 
screen to NEC's beau- 


tiful active-matrix TFT 


. Colour display. Or swap 


. the floppy disk drive 


" for a modular battery 


== to double battery life. 


ration you like. Hard ` 


disk drive, 


Upgrade almost any- 


Although, as the say- 
ing goes, there may be 
calm at the eye of the 
storm, the more lethal 
portions of a typhoon 
pack awesome force 
with winds of 64 
knots (32.7 metres per 
second) and up. Which 
is why it’s a prudent 
idea to keep an eye on 
them. Himawari — the 


eye in the sky — does 


memory. 
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EYE-CATCHING 


Notable new notebooks from NEC 


CATCHING EYES 


Space technology stalks a threat 


PHOTO COURTESY JAPAN METEOROLOGICAL AGENCY 


NEC 


NEC's UltraLite VERSA 
— it changes every- 
thing about notebook 


computing. 


just that. Developed 
by NEC, this advanced 
geostationary meteoro- 
logical satellite beams 
down weather data 
used by some 20 coun- 
tries from Australia to 
Southeast Asia. 

NEC's C&C technology 
— we merge computers 
and communications 
to keep your future 


looking up. 
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| FarEastern Economic NEW YEAR'S 
REVIEW n this New Year's double issue, the 
CO NTE NTS x j REVIEW introduces an annual survey of 
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Asian corporate leadership, REVIEW 200: 
Asia's Leading Companies. The survey, 
appearing in a special pull-out section, 
identifies the most important factors that 
make a company an Asian leader. Page 33. 


This issue also features: 
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Year in Review, by REVIEW editor and 
publisher L. Gordon Crovitz. Page 28. 


Our Favourite Books, by a panel of 
prominent readers. Page 70. 


Shroff's New Year quiz. Page 90. 
Cover illustration by Ringo Chung and Chloe Tang 





Malaysia's Penang state adopts a new 
strategy to lure foreign investors. Page 76. 


Regional 





12 Foreign Relations: Troublesome agenda ahead for US and China 
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13 South Korea: Revamped cabinet gets a new economic team 

14 Taiwan: Investment law narrows Taipei's options in talks with Peking 
16 Cambodia: Khmer Rouge defections encouraged by Phnom Penh 

17 United Nations: East-West spat over human-rights post ends in a draw 
20 Japan: Public backs prosecutors' attack on corruption 


22 South Korea: Government moves to rein in intelligence service 





24 Bangladesh: Opposition agitates to change electoral law 


Muslim art is enjoying a new wave of 

popularity in America. Page 68. Arts & Society 

egular Features oe : tate 

68 Culture: US museums reflect growing interest in Muslim history and art 














"Letters 70 Books: Our favourite books — recommendations from readers 

5 Editorial 

9 Intelligence 

B. none Wes So Se ae eae " 
15 Regional Briefing 76 Labour: Malaysia’s Penang state battles a skills shortage 

26 The 5th Column 79 Trade: Asia welcomes a replacement for Gatt 

66 Travellers’ Tales 82 Companies: Indonesian noodle maker Indofood plans to list 

74 Eye on Asia 83 Policies: Tokyo witnesses a top-level ministry row 

78 Economic Monitor: Malaysia 84 Media: Murdoch’s StarTV cements links to India’s ZeeTV 

87 Business Briefing 84 Policies: Manila’s sale of oil refiner Petron boosts reform 


88 Prices & Trends 

89 Stockmarkets 

90 Shroff: New Year's quiz 
94 Profile: Akaji Maro 





This is a double issue. The next REVIEW 
appears on 6 January 1994. Happy holidays. 
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| For more than a century and a half, p “tek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
differently. It is made using skills and techniques that others have lost 
or forgotten. It is made aih attention to detail very few people would 
notice. Ít is made. we have to admit, with a total disregard for time. If 
j a particular Patek Philippe 
movement requires four 
years of continuous work to 
bri ing to absolute perfection, 
we will take four vears. The 
result will be a watch that 
is unlike any other. 4 watch 
that convevs quality from 
first glance and first touch. 
A watch with a distinction: 
generation after generation 
it has been worn, loved and 
collected bv those who are 
very difficult to please; 
those who will only accept 
the best. For the day that 
vou take delivery of your 
Patek Philippe. you will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 
A watch "that was made to 
be treasured. 








PATEK PHILIPPE 
GENEVE 


HONG KONG Service Centre: FAIRFIELD ENTERPRISES LID (DISTRIBUTOR AND GENERAL AGENT), Room 809, Wing On Plaza, Mody Road, Tsimshatsui East, Kowloon. 
HONG KONG Authorized Retailers: ELDORADO WATCH CO, LTD. 6O. Queen's Road, Central — SHUIL HWA WATCH CO. LTD, 5O, Des Voeux Road, Central ~ KING FOOK 
GOLD & JEWELLERY CO, LTD. 30-32, Des Voeux Road, Central — 88, Queensway, The Pacific Place, Central — 1, Yee Woo Street, Causeway Bay ~ 458-468, Hennessy 
Rood, Wanchal — EMPEROR WATCH & JEWELLERY CO, LTD, Shop 20 8 G/F Pacific House, 20, Queer's Road. Central KOWLOON EMPEROR WATCH & JEWELLERY CO, LTB, 
81, Nathan Road, Ground Floor ~ KING FOOK GOLD & JEWELLERY (KLN) CO. LTD, 118-130, Nathan Road — ZURICH WATCH CO, LTD; 91-93 Nathan Road = MERLIN WATCH CO. 
16, Peking Road, Ground Floor, Tsimshatsul = SWIRS UNION WATCH CO. Shop A, G/F. Imaerial Hotel, 30-34 Nathan Road, Tsimshotsut SINGAI GENEVA MASTER TIME PTE LTD. 
(pi STRIBUTOR AND GENERAL AGENT), 39A Jalan Pemimpin;O5-OO TAL-Bullding, Singapore 2057, Tel. 2599288. Showroom: PATEK PHILIPPE DISPLAY & SERVICE CENTRE, 

Goodwood Park Hotel, Tower Block, 22 Scotts Road, Singapore O922, Tel. 7321506. SINGAPORE Authorized Retailers: CORTINA WATCH CENTRE PTE LTD, Tel. 2350084/ 
3309185/ 3371481/3390728 — THE HOUR GLASS LID. Tel 2356527 /7242420/7341598/ 3378309 /7331262/3343241 — ROY EASTERN WATCH PTE LTD, Tel, 7341935/7343139 / 3381232 
~ DELUXE EASTERN WATCH PTE LTD. Tel 2352536 — SINCERE WATCH PTE LTD, Tet 7374648/3384006/7330798/7341979 — WATCHES OF SWITZERLAND PTE LTD, Tel 73737087 
2338204 — H. SENA CPTET-LTD, Tel. 7320721. MALAYSIA Service Enquiry: C, MELCHERS & CO SEA, AGENCY, Petaling Jaya, Tel. 7555566. MASA Authorized Retailers: 
THE HOUR GLASS Sdn BAe, Kuala Lumpur, Tet 2438601/2441620 — WOO HING BROTHERS (MD Sdn Bhd, Kuala Lumpur, Tel. 2419420/2441930. PHILIPPINES Service Centre: 
MAISON D'HORLOGES SUISSES, Mile Long Center Amoroa comer Herrera St, Legaspi yi toge, ROO Mokati, Monila, Tel. 632/810-5801 INDONESIA Authorized Retailer: 

THE HOUR GLASS LTD. Tei, 327036. 
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| Capitalist Disease 


; community isn't all it’s cracked up to be, 
| After they send their Chinese-Korean 


; hires return "spoiled" by the sights and 
| smells of capitalist South Korea. This 
; attitude then quickly spreads among their 
_ entire workforce, the businessmen say, 
| more pay. One synthetic-fibre manufac- 


; to fire his Chinese-Korean factory man- 


| to the business. 


| Knock-on Effect 


INTELLIGENCE 


| sneak attacks. After analysing photo- 
| — South Korean businessmen who have | S'aphs and CORMT ATIC AHR and signal im- 
| invested in China are discovering that the | telligence intercepts, US intelligence ana 
| vaunted Korean work ethic among | zu s ; l 
| China's 2 million strong Chinese-Korean | 9U5 military exercise in April was de- 

|; signed precisely for that purpose. During 


As a result of Bobby Inman replacing | 


Among senior officials, well known in 


for Policy Frank Wisner and Assistant Sec- 
retary for Regional Security Affairs Charles 





Inman: Pentagon shake-up? 


f | unconfirmed assistant secretary for democ- 
| racy and peacekeeping, may also find him- 


| Les Aspin as defence secretary, a major | s , 
shake-up in the Pentagon is expected. Copper-bottomed Investment 


Asia, who may leave are: Undersecretary F 
| about the fate of à planned US$600 mil 


| money from German banks, including two: 


| though it has begun to pull back world 
_ wide, Metallgesellschaft has given no indi 


| workers and managers to South Korea for , formations converged upon Sunan Airport 


| training, the businessmen say the new  otthwest of the capital Pyongyang to pr 


| vent a theoretical enemy landing at th 
| airport aimed at capturing the coun 
| nuclear installation at Yongbyon. Oth 


| leading to demands for less work for | sible ground assault by South Korean s 


|! cial forces parachuted in or i filtrated in 
| turer in Shenyang has even gone so far as | from the coast. The airport was closed 
1 | during the. exercise except for Prince Ni 

| ager and replace him with a “harder- | "Pee Sihanouk Mene: d thatin the 
_ working" local Chinese to bring discipline | intelligence has noted that in thé 
| months following the exerci | 


|; Koreans have built many obst 
| dirt road that goes from the airport to the — 
! Yongbyon nuclear complex. : 


Freeman. Morton Halperin, designated but | German metal giant, Freeport Indonesia, a 
















lysts have now concluded that a mysteri 







the manoeuvre, corp-sized North Korean. 










parts of the exercise sought to block a 































The current financial woes of Metall- 
gesellschaft have raised serious questions 


copper smelter in East Java involving the 
subsidiary of US mining concern Freepo 
McMoran, and Japan's Nippon Mining 5 
The German firm has a 55% stake in the“ 
project, and was to raise much of the. ^ 


that it counts among its shareholders. Al- _ 


_ cation so far it intends pulling out of the — 
; Indonesian consortium or another US$300. . 


| million smelter project in Thailand. 





| Murder Mystery 


The mysterious murder;of a senior na- 


| val officer has pointed to corruption in Tai 


wan's military procurement system, 


| defence industry observers say. The body... 


| self a victim of the change at the top. At- | 


| tacked by domestic conservatives for being 
| "liberal" and "radical" Halperin — who 
; has characterised Tibet and East Timor as 
| issues of self-determination — has also 
; been watched closely by Peking and Ja- 
| karta. 


Sneaking Suspicion 
| — When North Korea threatened to pull 


| of navy captain Yin Ching-feng was found. 


in waters off Taiwan's northeast coast. in | 


; early December, prompting an investi 
; gation into the cause of death. Suicide was: 
; ruled out after an initial examination. Cir. 
: cumstantial evidence and military sources 
| link the incident to brokers representing 


; European companies seeking to provide. | 


| in March 1993 it also took measures to | 


protect its nuclear installations against 
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minesweeping equipment to the Taiwan- 
ese navy. Yin was head of the navy's weap“ 





| ons procurement centre and, among other 
| things, had been negotiating to replace de- 
; out of the nuclear Non-Proliferation Treaty | 


fective minesweeping gear originally pro- 
vided with the German-built ships sold to; 


| Taiwan three years ago. 











out unpopular reform measures such as 

1 ending the use of false names in financial 
; transactions. Analysts say Chung will func- 
‘tion as a kind of economic policy tsar for 


the president. Not. surprisingly, Agricul- | | 


ture Minister Huh Shin Haeng , widely re- 
: viled for not keeping his word that the rice 


market would always be closed, was re- | 
^. placed by Kim Yang Bae, the president's | 


administrative secretary. 

^U The new faces on the economic team, 
together with Trade Minister Kim Chulsu 
and Finance Minister Hong Jae Hyong, 
Us who were retained from the old cabinet, 
are expected to continue opening up the 
| eountry's financial and import markets. 
DLP member Suh Sang Mok has been asked 












to take up the Ministry of Health and So- | 


dial Affairs, while Kim Woo Suk, also from | 


Chinese 
Gambit 


-cabinet to the right ideologically. Leading | 


e the list of jettisoned liberals was Han Wan | 
» Talks overshadowed by 


«the party, has been appointed the new con- 
struction minister. 

e Kim threw out most of his liberal sup- 

_ porters in the first cabinet, tilting the new 


Sang, deputy premier in charge of unifica- 
tion affairs, who advocated a softer line to- 
wards North Korea. Replacing him was Lee 
Yung Duk, a refugee from the North who 
calls for a tough approach to Pyongyang. 

“Other liberals who were ousted in- 
cluded Environment Minister Whang San 
-Duk and Labour Minister Rhee In Je. 
Whang, one of three women in the first 
cabinet, sparked numerous flare-ups with 


















was anticipated, but Rhee's 


‚unions had regained a measure of au- 
tonomy during his tenure. 
Meanwhile, President Kim is using | 


her penchant for slighting MPs. Her exit | 
departure | 
caused concern in labour circles as trade : 


over from Lee Kyung Shik, who carried TAIWAN 





Chinese and Taiwanese officials meet in Taipei. 


investment move 


By Julian Baum in Taipei 

aiwanese officials got a | sharp dem- 

j onstration recently of how the coun- 

try's blooming ties with mainland 

China are narrowing Taipei's options in ne- 
gotiations between the two sides. 

Smack in the middle of the latest round 

of talks in Taipei, which were bogged 


; down in perennially prickly questions of 
| sovereignty and nuances accessible only to 


changes in other posts to strengthen his | 



















the new home minister and giving the de- 
“fence portfolio to Rhee Byoung Tae. Choi, 
reputedly one of the president's most | 


making preparations for direct election of | 


Kim supporters as possible to. move ahead 
in these local government polls.’ 

. Defence Minister Kwon Young Hae, 
‘who did much to weed out politics from 


spota foreign arms purchase fraud which | 
"resulted in.a US$6.7 million loss to the 


personal control over the cabinet, bringing | 
in loyalists such as Choi Hyung Woo as - 


legal experts, Peking announced a major 
shift in policy towards Taiwanese inves- 
tors. The new investment protection rules 
are likely to accelerate the flow of capital 
from Taiwan to mainland China, further 


_ increasing the island's dependence on the 


trusted aides, has been given the job of | | 


.mayors and governors in 1995. He is seen | 
as anxious to open the way for as many | 


Chinese economy. The timing of the an- 
nouncement may have been coincidental, 
but it underscores how Peking retains the 
upper hand in cross-strait relations and 
could potentially influence the outcome of 


| any dialogue with a few friendly gestures. 


The draft law, which had been circu- 


| lated confidentially among some Taiwan- 
| ese businessmen in China in recent 


the military establishment after Kim took | 
Over, was fired, apparently for failing to | 


government. Investigators uncovered a | 
| tionalisation, except under certain legal 


‘scam involving Korean officials and a 











ment with a falsified shipping invoice. The | 


Korean army accept civilian supremacy 


French arms supplier"who received: pay- | 


‘new defence minister, Rhee, has vowed to i 
«carry on the job of making the South | 


months, was sent by the Chinese cabinet to 
the national legislature on 20 December. 
The draft's 15 articles include guarantees 
that private property and investment as- 
sets of Taiwanese will not be subject to na- 


conditions, and that assets and profits can 
be freely transferred and inherited. The 
draft also guarantees that after-tax profits 
can be remitted to Taiwan, a point which 


| some investors say is an important break- 


and. follow the democratic order in gov- | 
a. 


through. 
The new rules would cover an esti- 
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mated US$10-15 billion of in- 
vestments from some 12,000 
Taiwanese companies compris- 
ing the second-largest source of 
investment capital on the Chi- 
nese mainland after Hongkong. 
They replace regulations on Tai- 
wanese investments issued in 
1988 which were similar in 
some respects, but which busi- 
nessmen say were inadequate to 
the current level of commercial 
activity and often not observed 
by local authorities. 

"To the Taiwanese business- 
men this is àn improvement 
over past rules," said a Taipei- 
based investor with projects in 
Shanghai. "From a political 
standpoint, it means that the Taiwan Gov- 
ernment will lose influence and the main- 
land government will increase its influence 
with us. When there are problems in the 
future, Taiwanese businessmen will turn 
to Peking for help, not to their govern- 
ment at home.” 

An investment-protection agreement 
had been on the unofficial agenda for 
cross-strait talks for the past two years. The 
most recent round of these talks began in 
Taipei on 18 December between repre- 
sentatives of Taiwan's Straits Exchange 
Foundation and Peking's Association for 
Relations Across the Taiwan Straits. The 
discussions focused on the recent spate of 
hijackings from the mainland to Taiwan, 
illegal immigration and fishing disputes. 
The question of investment protection was 
also on the agenda, but political obstacles 
to any successful agreement on the issue 
appeared insurmountable. Peking has been 
unwilling to acknowledge the Taiwan 
Government's separate status and the Tai- 
wanese side has set a priority on more 
urgent matters. 

Now the unilateral declaration of "spe- 
cial domestic investment" rules for "Tai- 
wanese compatriots" may have pre- 
empted the need for further discussion, 
though businessmen remain sceptical. 
They say it is important that these new 
rules be formally adopted by the central 
government as a law and not simply as 
another sét of regulations which can be eas- 
ilysigniored. They also say that the most 
serious problem for many Taiwanese oper- 
ating in China is law and order, especially 
in Guangdong and Shenzhen, and that the 
central government appears unable to do 
anything about this. 

In the ongoing talks in Taipei, China's 
representatives agreed to' stick to the 
agenda and not to raise broader policy is- 
sues, such as the opening of direct air and 
shipping links and direct investment. But 
they also hope that Tang Shu-bei, head of 
Peking's quasi-official Association for Re- 
lations Across the Taiwan Strait, could visit 


Taiwan before the end of the year. . 
1994 


30 DEC. 1993 & 6 JAN. 


they told me, 
e would be in order. 
3s-Benz." 





> There comes a point in every man's 
life when his place on the corporate 
ladder demands that he executes 
certain personal financial duties. 

Protecting oneself from the 
uncertainties of life, both natural and 
economic, would certainly figure 
prominently. 

Among the list of priorities, one 
will find that most rewarding 
responsibility of all. The acquisition of 
a Mercedes-Benz. 

> And why not? History repeatedly 
proves how sound an investment that 
always turns out to be. 

Recession and the law of capital 
depreciation seem to have but little 
effect on a Mercedes-Benz. 

The timeless qualities of the 
Mercedes-Benz ensure the car not only 
maintains an exceptional performance 
but also an exceptional resale value. 
Even more remarkable, this phenomena 
is true across all models. 

It isn't so inconceivable when you 
consider how the cars are built. 

> They are lavished with unequalled 
attention to the finer details of 
construction and technology. 

In safety, no other car manufacturer 
approaches their exemplary commitment. 

In the most thorough accident 
survey ever conducted, carried out in 
the US by the Highway Loss Data 
Institute, Mercedes-Benz has been 
voted the safest car in the world. 

What could be more reassuring 
than this. 

> That a Mercedes-Benz is both a 
dependable car in which to entrust your 
financial resources as well as your life. 


Mercedes-Benz 


Engineered to move the human spirit. 


46100 Petaling Jaya Tel: (3) 7572422 * NEPAL Deepak Gautam & Co., Hotel Sherpa Bldg., Durbar Marg, Kathmandu Tel: (1) 227000 * PAKISTAN Shahnawaz Ltd., 19 West Wharf, Karachi Tel: (21) 200146-50 * 
PHILIPPINES Commercial Motors Corporation, Mercedes Ave., Bo. San Miguel Pasig, Metro Manila 1299 Tel: (2) 6412282/92 * SINGAPORE Cycle & Carriage Industries (1986) Pte Ltd., 209 Pandan Gardens, 
Singapore 2260 Tel: 5699000 * SRI LANKA Diesel & Motor Engineering Co. Ltd., 65 Jetawana Rd., Dimo House, Colombo 14 Tel: (1) 447704 * TAIWAN Capital Motors Inc., 53 Nankang Rd. Sec. 3 Taipei Tel: 


(2) 7826123 * THAILAND Thonburi Phanich Co. Ltd., Bldg. No. 3, 70 Rachaddnnoen Ave., Bangkok 10200 Tel: (2) 2260021 * VIETNAM Autostar Ltd., 6B Ton Duc Thang St., District 1, Ho Chi Minh City Tel: (8) 223578 
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INDIA 

Army Visit 

In the first high-level military 
visit since the 1962 India-China 
border war, the Vice-Chief of 
General Staff of the People’s 
Liberation Army, Lieut-Gen. 
Xiu Hui Zi, arrived in India on 
a goodwill visit on 18 
December. The visit follows 
agreement between the two 
countries in September to 
reduce tensions along their 
border and draw down 
opposing forces. 


AUSTRALIA 
Treasurer Resigns 


Treasurer John Dawkins 
resigned on 17 December, 
opening the way for a broad 
cabinet reshuffle by Prime 
Minister Paul Keating. The 46- 
year-old Dawkins, who had 
withstood widespread 
criticism, including from 
within his own party, for his 
1993-94 budget, cited family 
reasons for quitting politics 
after 20 years in parliament. 





Dawkins quits politics. 


VIETNAM 
MIA Thanks 


US Assistant Secretary of State 
Winston Lord, on a visit to 
Vietnam which ended on 15 
December, praised the 
government's cooperation in 
resolving the fate of some 
1,600 missing American 
servicemen as "absolutely 
superb." Lord announced that 
Washington was giving Hanoi 
US$2 million in aid to 
reintegrate returning "boat 
people" and US$25,000 to help 
victims of a recent typhoon. 
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Drug Busts 


Vietnamese courts so far this 
year have found 300 people 
guilty of trafficking and 
using illicit drugs, the official 
Vietnam News reported. 
Three people, including a 
Hongkong resident, were 
sentenced to death and six 
others were sentenced to life 
in prison. 





JAPAN 
Diet Session Extended 


Prime Minister Morihiro 
Hosokawa's coalition 
government on 15 December 
won a hard-fought extension 
of the current parliamentary 
session till the end of January. 
Hosokawa is still aiming to 
win upper house approval for 
a comprehensive political 
reform package. 


Party Defections 


Four Liberal Democratic Party 
(LDP) members of parliament 
bolted from the opposition 
group on 16 December after 
disagreeing with party leaders. 
The departure of the four, who 
will remain independent for 
the time being, brings the 
LDP's lower house strength 
down to 222 seats. 


Tanaka Dies 


Former prime minister Kakuei 
Tanaka, who restored Japan's 
ties with China in 1972, but 
was later convicted of taking 
bribes from US aircraft 
manufacturer Lockheed, died 
on 16 December aged 75. 
Because of his conviction in 
the Lockheed scandal, Tanaka 
was not given a state funeral 
as is customary for former 
prime ministers. 





THAILAND 
Arms Movements 


Arms from a publicly 
disclosed stockpile in the 
eastern Thai province of 
Chantaburi were reported on 
18 December to have been 








Suharto attacks his critics. 


removed to a new, secret, 
location. Thai Marine 
Commandant Vice-Adm. 
Manat Pinkulabutr, 
responsible for security in the 
area, confirmed to the Thai 
press that the 1,500 tonnes of 
arms had been taken away by 
the army, but he said he did 
not know where. 





PHILIPPINES 
Talks Start 


The Philippine Government 
and the Moro National 
Liberation Front (MNLF) started 
peace talks in Patikul town in 
the Muslim-dominated Sulu 
island on 20 December. MNLF 
Chairman Nur Misuari, who 
entered the country on the day 
talks began by sea from 
Malaysia, heads the 
secessionist group's panel. 





CHINA 
Smugglers Jailed 


A Peking court sentenced to 
jail two members of a 
smuggling ring convicted of 
importing US$12 million in 
ultrasound equipment. The 
equipment, banned because of 
China's birth control policy, is 
used to determine the sex of a 
foetus. Beijing Trust Group 
Chairman Jin Yanjing and an 
accomplice were sentenced to 
eight and 13 year prison terms, 
respectively, in the case. 
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INDONESIA 
Suharto Speaks 


Indonesia's President Suharto, 
in a strong attack on critics of 
his rule, has said demands for 
greater democracy echo the 
past tactics of the long-banned 
communist party. The 
Indonesia Times and other 
dailies quoted Suharto, 
speaking to reporters during a 
flight from India on 17 
December, as saying those 
making such demands were 
exploiting democracy only to 
gain power for themselves. 
"]ts name is of course 
different but their movements 
and steps are similar to the 
Indonesian Communist 
Party's. Therefore we have to 
stay alert,” he was quoted as 
saying. 


Reconciliation Talks 


Indonesia, which has ruled 
East Timor since 1975, 
described as friendly its first 
ever reconciliation talks with 
East Timorese from inside and 
outside the former Portuguese 
colony. Officials said the talks 
were held in mid-December 
at a hotel near London 
between delegations led by 
Lopes da Cruz, Indonesia's 
special ambassador on East 
Timor, and Abilio Araujo, 
until recently a leader of 
Timorese exiles opposing 
Indonesia. 
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CAMBODIA 


Defectors' Dilemma 


Broken promises hold back Khmer Rouge surrenders 


“By Nate Thayer in Phnom Penh 


-n7 January it will be 15 years since 
O the Khmer Rouge took to the jungle 
to fight the Vietnamese invaders. 
"The Vietnamese are long gone and a new 
‘national government has been formed af- 
ter UN-sponsored elections in May. But 
along the Thai-Cambodian border and in 
the jungles, mountains and poor rice farm- 
ing villages of Cambodia's interior, the 
‘Khmer Rouge still holds sway. 

But times are changing. There are indi- 
cations that thousands of soldiers fighting 
for the Khmer Rouge long to share in the 
fruits of peace in Cambodia's emerging 
new society. And the government is look- 
ing for ways to lure them out of the jungle. 

Prime Minister Norodom Ranariddh is 
"working on an amnesty programme that 

would bypass the Khmer Rouge leadership 
and appeal directly to lower ranking sol- 
diers to defect en masse. Planning for the 
| programme is on at the same time as the 
Jeaders of the new government and the 
.Khmer Rouge work towards a political 
compromise that would bring the radical 
faction and its army into the new govern- 
ment. Western governments and interna- 
"tional aid organisations are expected to 
. provide humanitarian and logistical sup- 
_ port for the amnesty programme. 
More than 1,000 Khmer Rouge soldiers 
have defected to the government since 
"August; most of them heard about the 
amnesty from broadcasts on state radio. 
^ Military analysts estimate the Khmer 
. Rouge can field about 10,000 fighters, and 
_ defectors say perhaps half of these could 
_ be convinced to surrender given the right 
conditions. For the Khmer Rouge fighters, 
| however, surrendering armis is fraught 
' with complications and unpleasant choices 
_ that could ultimately convince them to re- 
| main in the jungle. 
Net least of their reservations is the gov- 
. ernment's haphazard implementation of 
"previous amnesty programmes. Given the 
* poor conditions, broken promises, beat- 
. ings, summary executions, political indoc- 
_ trination classes and fake defectors which 
have haunted amnesty efforts so far, it is 
not surprising that voluntary surrenders 
have petered out and that many defectors 
have escaped back to the Khmer Rouge. 

The 508 Khmer Rouge soldiers who 
have graduated from the government cen- 
fres set up for defectors have donned new 

“uniforms and been returned to the front 
line to fight their old comrades. Seeing this, 
< many others still in the jungle have decided 
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not to surrender, according to Khmer 
Rouge defectors and military analysts. 

In one of the two government re-educa- 
tion camps set up for the defectors in re- 
cent months, most of the inmates were 
found not to be Khmer Rouge after all. In 
Russei Keo camp, for example, only 37 of 
the 397 alleged former Khmer Rouge sol- 
diers were proven to have spent time with 
the faction. The other 360 were former gue- 
rilla soldiers of the Royalist faction that 








won the recent UN elections, or civilians, 
all of whom paid money to a corrupt ring 
of generals in exchange for promises of a 
job in the new army and a steady salary. 

Former defectors in the camps spoke of 
the difficult decision to leave their units 
and come over to the government side. 
“Others want to surrender, but we are 
afraid — we are scared they will abuse us 
if we surrender,” said one guerilla who 
defected in October. At least five cases of 
maltreatment including beatings, whip- 
pings and other forms of punishment have 
been recorded by human-rights activists in 
the re-education camps, sources say. 

An overwhelming majority of the de- 
fectors are young men who joined the gue- 
rillas long after the Khmer Rouge was 
overthrown by the Vietnamese. In a score 
of interviews by the REVIEW, none cited 
political disagreements with the Khmer 
Rouge as a motive for leaving, and most 
said that they were treated well by their 
commanders and were proud of what they 
said was their patriotic role in defending 
the country against a foreign occupier. 

“Lam tired of fighting. It is time to build 
the nation,” said Major Meas Phong at 
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~ Russei Keo, who left with 200 of his fight- 


New uniforms — and masters — for ex-Khmer Rouge fighters. 





ers from Division 616. in Kompong Thom 
province. “I want to stop being a soldier 
now and cultivate rice. But I can't stop and 
go back to my village, because the Khmer 
Rouge will come back and get me.” 

The predicament is one shared by many 
Khmer Rouge and others living under gov- 
ernment control near the war zones; since 
most of them come from villages under 
Khmer Rouge control or influence, they 
face reconscription or worse if they return 
to their families. 

As a result, the REVIEW has learned, 
Prime Minister Ranariddh is proposing to 
make available land in safe areas where 
Khmer Rouge fighters can go with their 
families to start new lives as civilians. He 
has requested, in meetings with US Assist- 
ant Secretary of State 
€ Winston Lord on 13 De- 
= cember, US support to 
launch the new pro- 
gramme. Comprising 
land, training courses, 
the promise of security, 
and foreign humanitar- 
ian aid, the programme 
is being coordinated by 
the military fifth bureau 
— the department in 
charge of psychological 
warfare operations. 

Washington is con- 
sidering offering "hu- 
manitarian supplies 
such as medicine and 
clothing" and "road 
construction equip- 
ment," according to a 
diplomat. Accusing the 
government of "mishandling the defector 
programme from the beginning," the dip- 
lomat acknowledged that virtually no for- 
eign assistance was offered to underwrite 
the programme directly. 

Even government officials concede that 
the government has little to offer in the 
eyes of the average Khmer Rouge fighter. 
They agree that life for the average Khmer 
Rouge soldier is often better than for his 
government counterpart across the 
trenchlines. On the government front line 
in Kompong Thom, soldiers complained 
that they haven't been paid in two months, 
have no ammunition, lack sufficient food 
and that their commanders are corrupt. 

Peace talks between Prime Minister 
Ranariddh and the Khmer Rouge will com- 
mence soon. But Ranariddh warned that 
his government's coalition partner — the 
Cambodian People's Party led by 2nd 
Prime Minister Hun Sen — does not want 
a political solution that includes the Khmer 
Rouge in the new government. “They pre- 
fer war," Ranariddh said. "But the people 
all want national reconciliation and 1 was 
elected to solve the Khmer Rouge problem 
peacefully, so. I will try." " 
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UNITED NATIONS 


Asian Compromise 


UN gets human rights chief with trimmed powers 





By Susumu Awanohara in Washington 
s 1993 draws to a close, another hu- 
A man-rights battle between East and 
West at the UN has ended, this time 
more or less in a draw. The dispute was 
over the creation of a new post, that of UN 
high commissioner for human rights. 

The West, led by the US, can take satis- 
faction that the UN General Assembly has 
resolved to create the new post just six 
months after it was mooted at the UN- 
sponsored world conference on human 
rights in Vienna, where Western and Asian 
nations clashed over their differing ap- 
proaches to human rights. Asian nations, 
led by China, India and, most conspicu- 
ously, Malaysia and Indonesia, are consol- 
ing themselves that they have prevented 
the world body from granting the high 
commissioner sweeping powers to investi- 
gate and evaluate human-rights abuses in 
member countries. “Indonesia has East 
Timor, China Tibet and India Kashmir; 
they want to have control over the UN's 
fact-finding missions," an Asean diplomat 
explained. 


Departing from previous US policy, | 


President Bill Clinton's administration 
placed high priority earlier this year on the 
creation of the new UN post, pushing the 
idea heavily at the Vienna meeting. As the 
US ambassador to the UN, Madeleine 
Albright, put it recently, the UN high com- 
missioner for human rights would "coor- 
dinate all the human-rights activities [of the 
UN] assure that they get implemented and 
also be a significant part of the UN struc- 
ture." 

As deliberations began in October, those 
members, many of them Asian, who were 
in no great hurry to create a human-rights 
commissioner raised procedural points in 
an attempt to slow things down. China's 
UN Ambassador Chen Jian, for example, 
made a long speech addressing issues such 
as whether the working group discussing 
the high commissioner's job should be for- 
mal or informal, the nature of the group's 
mandate and whether it should report to 
the UN plenary or a lower body, the Third 
Committee. When the working group be- 
gan discussing substance in November, 
Malaysia and Indonesia stressed that, while 





they were not opposed to protecting hu- | 


man rights, they wanted to ensure that 
Western views are not unilaterally imposed, 
especially in situations where a country's 
religion or culture tolerates different prac- 
tices. Indonesia, speaking for itself and the 
Non-Aligned Movement (NAM), argued 
30 DEC. 
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that the UN high commissioner should “re- 
spect the sovereignty, territorial integrity 
and rights of jurisdiction of states in accord- 
ance with the [UN] Charter" and should 
“act... at the request and on the basis of the 
consent of the state concerned." 

Asian diplomats and human-rights ac- 
tivists pointed out, however, that NAM was 
by no means unified on the issue. Within 
NAM, "most of Latin America and some of 
Africa are ‘pro-human rights’ and don't 
agree with Indonesia," a diplomat ex- 
plained. 

The Asian negativism did not please the 
US. "A handful of nations, including the 
usual suspects of grave human-rights vio- 
lators, have mounted a vigorous delaying 
campaign," an exasperated US assistant 
secretary of state for human rights and 
humanitarian affairs wrote in the Christian 
Science Monitor . 

To get its way, the US broke agreed-on 
rules and tabled its own text of a resolu- 
tion on the issue. The agreement had been 
that the working group would consider 


We believe travel should have i 





only one text, which would be drawn up 
by the group chairman, taking the views of 
all parties into account. The US tactic drew 
heavy criticism. Malaysia’s UN Ambassa- 
dor Razali Ismail said: “We are opposed to 
the manner that this campaign has been 
conducted by certain countries of the West 
to try to rush through pell-mell their own 
definition of human rights and what the 
high commissioner should do.” 

Even some Western countries and Ja- 
pan expressed surprise at the US action. 
The US tactic did prove effective, however. 
Confronted with an alternative draft, the 
working group returned to the chairman’s 
text and promptly reached consensus. 

In a trade off in the final text, the West 
preserved the freedom to make aid condi- 
tional on human-rights performance, while 
Asian critics of the Western view managed 
to limit the high commissioner's powers. 
The chairman's text had said that the high 
commissioner "shall recognise the impor- 
tance of promoting a balanced and sustain- 
able development for all people without 
condition." The West lobbied successfully 
to have the words "without condition" 
dropped. The chairman's text had also said 
that the high commissioner could, among 
other things, initiate "action for the dis- 
patch of fact-finding missions with the con- 
sent of the state concerned." Asians man- 
aged to have those powers struck out. m 


ts rewards. 


z= z 








From airline tickets to room upgrades, we're thanking you for choosing 


Pan Pacific. With Passages, Asia's premier frequent flyer programme. For 


reservations, call (852) 877-3356 (Hong Kong), or (65) 339-6322 (Singapore) 


or your travel agent. And we'll reward you 1,000 kilometres for every stay. 
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SIEMENS 


Telecommunications 


Going Local o 


Customers in 119 countries 
around the world put their trust 

in Siemens when it comes to 
their telecommunications infra- 
structure. There are many reasons 
to decide on Siemens - not only 
when it comes to setting up small 
installations or national major 
turnkey projects, setting up local 
manufacturing plants or 
knowhow transfer by training 
schemes and local maintenance 
and service - and we will ensure 


that a few more are always added. 


47,000 employees all over the 
world are committed to fulfilling 
customers' wishes locally. 

Our digital switching system 
EWSD alone has already been 
ordered by 155 postal 
administrations. Almost one 

in ten telephone subscribers now 
relies on Siemens technology. 


We proved our readiness for co- 
operation, for example in easter 
Europe the minute the Iron Cur- 
tain was lifted: 10 joint venture 
in 8 countries are already produ 
cing Siemens telecommunicatic 
technology. The future belongs 1 
the customers who are now 
laying the foundations for settin 
up the most modern telecom- 
munication systems. 


On the North American.continer 
we are now the third largest 
supplier. There is much more to 
our subsidiary company Siemer 
Stromberg- Carlson than the 
employment of numerous local 
software specialists 









1a Global Scale 


necessary. All together a 


As well as worldwide research 


and development centers, we 
have local service centers from 
Brazil to the Philippines. And so 
we are always right there to offer 
our customers the best perform- 
ance and the fastest service. 


We are also flexible in matters of 
finance, on “Build Transfer 
Operate” programs, and offer 
innovative ideas that let our cus- 
tomers react ever more quickly 
to the growing and changing 
requirements of the markets. 


Our training center too reflects 
the globality of our company. 
Customers from all around the 
world are trained here, with cour- 
ses and programs tailored exactly 
to their needs. Our motto is: as 
much local performance as possi- 
ble - as much central support as 





worldwide network - for our 
customers' benefit 


For further information please 
write to: 


Siemens AG, Infoservice ON/Z150,FEER 


90713 Fürth, Postfach 23 48 
Fax: +49-9113001238 
Germany 


Siemens 

Public Networks 
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JAPAN 


Gunning for Graft 


Public backs prosecutors' hard line on corruption 


By Charles Smith in Tokyo - 


hat frightens a Japanese politician 
W more than the prospect of being 

defeated in the next general elec- 
tion? Answer: the Public Prosecutor's Of- 
fice. Since last March, when they indicted 
former Liberal Democratic Party (LDP) god- 
father Shin Kanemaru on a charge of mas- 
sive tax evasion, the 40 or so young inves- 
tigators in the special investigation bureau 
of the Tokyo District Public Prosecutor's 
office have arrested more than 20 suspects 
in a scandal which centres on alleged bri- 
bery of local politicians by big construction 
companies. 

After allowing a decent interval for the 
celebration of the New Year holiday, the 
prosecutors are now expected to move on 
MPs. "They'll certainly pick up more than 
one lower house MP, if only to maintain a 
balance between the parties," says Kazuo 
Washimi, a journalist who specialises in le- 
gal stories. 

Kazuo Kawakami, a former head of the 
Tokyo special investigation bureau who 
now practises as a lawyer, thinks the op- 
position LDP and the Japan Renewal Party 
— an LDP splinter group which broke away 
last summer and is now a member of the 
ruling coalition — are likely to be affected 
by the indictments. According to political 
commentator Minoru Morita, those under 
suspicion include a former prime minister 
and two ex-ministers. 

The Prosecutor's Office has done much 
more than just frighten politicians, how- 
ever. By arresting Kanemaru in March, the 
prosecutors unwittingly sparked a series of 
political changes which included the col- 
lapse in June of the cabinet of former prime 
minister Kiichi Miyazawa and the subse- 
quent general election. But that is only part 
of the story. In the past, prosecutors have 
been subject to heavy pressure not to pur- 
sue criminal investigations that could em- 
barrass prominent members of the estab- 
lishment, even when there was strong evi- 
dence of guilt. 

In the past year, the prosecutors have 
become popular heroes in a battle against 
political corruption. “The Tokyo special 
bureau is like a tiger that's been let out of 
its cage" says Hiroyasu Oyama, a reporter 
for Tokyo Broadcasting System who spent 
five years covering the Prosecutor's Office. 

The Prosecutor's Office is more effèc- 
tive than the police in fighting political cor- 
ruption, says Oyama, because individual 
prosecutors have the right to decide 
whether or not to indict suspects. The of- 
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fice's much higher position in Japan's insti- 
tutional pecking order also helps. Police 
officers are local government employees 
whose jobs are to some extent at the mercy 
of the elected politicians, whereas public 
prosecutors are members of an autono- 
mous national institution. 

The Prosecutor's Office consists of 50 re- 
gional bureaux — one in each of Japan's 47 
prefectures except for Hok- 
kaido, which has four — 
whose functions range from 
routinely indicting and pros- 
ecuting criminal suspects 
rounded up by the police to 
investigating local cases of 
political or business corrup- 
tion. But the organisation's 
cutting edge is the Tokyo 
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Anti-corruption activist targets Kanemaru. /nset: Yoshinaga. 


tokusobu, or special investigation bureau, 
which was set up to track down ex-sol- 
diers trading in military supplies in the 
early years after World War II. 

From dealing with ex-military black- 
marketeers, the tokusobu broadened its 
scope in the late 1940s to include economic 
crimes in general, with special emphasis 
on bribery. A distinctive feature is that it 
initiates its own criminal enquiries — un- 
like the regional bureaux of the public pro- 
secutor's office, which normally only take 
on cases handed to them by the police. 

Kawakami, the retired Tokyo tokusobu 
chief, believes that the bureau has more 
power today to investigate economic 
crimes involving politicians than at any 
time in the past three decades. 

Kawakami and others are certain that 
the "influence pendulum" has swung 
sharply from power-broking politicians to 
law enforcers during the past year. But part 
of the change has been brought about by 
the Prosecutor's Office itself. In the autumn 
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of 1992 during investigations into an influ- 
ence peddling case involving Tokyo 
Sagawa Kyubin, an obscure parcels deli- 
very company with gangster connections, 
the Prosecutor's Office was attacked in the 
media for being too soft on politicians — 
notably the LDP’s Kanemaru, who was a 
leading suspect in the case. 

In the first round of investigations, 
Kanemaru was allowed to provide written 
answers to questions rather than being sub- 
jected to a face-to-face interview. The pros- 
ecutors also failed to indict Kanemaru for 
bribery, an offence which could have sent 
him to prison for five years. He was 
charged instead with violating the Political 
Fund Control law and fined ¥200,000 
(US$1,820). Not until six 
months later did the prosecu- 
tors come up with the idea of 
bringing the National Tax 
Agency into the Kanemaru 
case so that the politician could 
be charged with tax evasion. 

Public anger over the 
Sagawa Kyubin case eventu- 
ally forced Kanemaru to resign 
from parliament, but it also 
led to a shake-up within the 
Prosecutor's Office which 
saw hawkish special inves- 
tigators gaining strength at 
the expense of senior offi- 
cials who had maintained 
close links with the Justice 
Ministry. The process 
reached a climax in early 
December, when Yusuke 
Yoshinaga, a 61-year-old 
special investigator who 
played a prominent part in 
the Lockheed bribery inves- 
tigations, took over as pro- 
secutor general. 

Before returning to To- 
kyo to take the top job, Yoshinaga had been 
sidelined to serve as head of the Hiroshima 
and Osaka district prosecutors' offices. His 
appointment came as a surprise to insid- 
ers, who had expected the top post to go to 
Yasuchiko Negoro, a senior prosecutor 
who has strong links with the Justice 
Ministry. 

Yoshinaga's leadership is likely to mean 
that the Tokyo tokusobu follows up all the 
leads available to it in the construction 
company scandal instead of giving up half 
way, as it was accused of doing four years 
ago during the investigations into the Re- 
cruit ."shares-for-favours" scandal. Yoshi- 
naga is expected to face opposition to his 
plans from within the Prosecutor's Office. 
But journalist Washimi and others think it 
will be difficult to put the clock back com- 
pletely. “The public is now intensely sensi- 
tive to the issue of political corruption," 
Washimi says, "and that may mean that 
Japan is at least becoming a law-abiding 
country." " 
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SOUTH KOREA 


Spooks on a Leash 


Law makes security agency more accountable 





By Shim Jae Hoon in Seoul 





he days of shadowy intelligence 

T agents prowling the streets and sup- 

pressing the South Korean people 

with impunity are drawing to a close. In a 

dramatic step towards upholding the rule 

of law, the parliament has curbed the pow- 

ers of the Agency for National Security 

Planning (NsP), the country's main intelli- 

gence body, which employs thousands of 
fulltime security agents. 

Legislation passed on 7 December man- 
dates strict monitoring procedures on intel- 
ligence activities and harsh penalties for se- 
curity agents who violate the law. Political 
analysts describe the bill as a triumph for 
the country's civilian politicians, who are 
determined to prevent the rise of another 
military-backed authoritarian regime. 

The legislation will almost certainly ac- 
celerate the process of transforming the NSP 
into an agency firmly under the direction 
and control of the executive and legislative 
branches, a process which has already been 
under way for some time. In the past 10 
years or so, about 70% of the agency's top- 
echelon leadership has been replaced by 
more professional officers through re- 
peated shake-ups ordered by a succession 
of presidents, from Roh Tae Woo to Kim 
Young Sam. These newcomers have stead- 
ily weaned the agency off covert operations 
run without the knowledge of civilian poli- 
ticians. 

The bill, of course, also represents a cru- 
cial setback for the security-military estab- 
lishment which traditionally has insisted on 
wide powers to hold at bay attempts at 
subversion by North Korea. The security 
agency, originally known as the Korean CIA, 
was launched under the administration of 
the late general Park Chung Hee in 1961. 

In the intervening three decades, the 
agency has expended much of its energy 
cracking down on political opposition at 
home and abroad rather than dealing with 
threats from North Korea. The agency was 
responsible for jailing tens of thousands of 
students, intellectuals, opposition politi- 
cians and others who opposed Park's gov- 
ernment or its successor regimes. Two of 
the agency's most notorious international 
operations — the illegal seizure of South 
Korean students from European universi- 
ties in 1967 and the kidnapping of opposi- 
tion leader Kim Dae Jung from Tokyo*in 
1972 — made the Park government a pa- 
riah in the international community. 

The bill on the NsP is the result of six 
years of tortuous negotiations between the 
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ruling Democratic Liberal Party, now un- 
der the leadership of President Kim Young 
Sam, and the opposition Democratic Party, 
formerly headed by Kim Dae Jung. The 
two parties had agreed in March to over- 
haul the security agency, though it was not 
envisioned at the time how thorough the 
overhaul would be. The highlights of the 
bill include: 

> Stripping the security agency of powers 
to investigate crimes defined in Article 7 
and Article 10 of the National Security 
Law. Article 7 stipulates a prison sentence 
of up to seven years for those convicted of 
providing "aid and comfort to the enemy,” 
North Korea, or any organisation sympa- 
thetic to its cause. The agency has been fre- 
quently accused of abusing this clause to 
detain dissidents critical of the government 
in Seoul. Over 2,000 such critics were de- 
tained under the military regime of gen- 
eral Chun Doo Hwan between 1980 and 
1987. Article 10 provides for a prison term 
of up to five years for those unwilling to 
report to the authorities people suspected 
to be sympathetic to North Korea, as de- 
fined in Article 7. 

> Putting an end to the agency's ongoing 
"security checks" of government officials 
in the name of protecting state secrets and 
confidential materials. 

> Prohibiting NsP agents from illegally 
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He has less to fear now from the security agents. 


detaining or questioning suspects or deny- 
ing them access to lawyers. In future, court 
writs must be secured prior to suspects 
being taken in for questioning. 

> Discouraging political interference by 
NSP officials by making it a criminal of- 
fence to slander or praise a particular poli- 
tician or political group. This is ex- 
pected to eliminate the NSP's opera- 
tions against opposition parties. An 
earlier piece of legislation on privacy 
of communication prohibited NSP 
agents from opening mail or tapping 
phones, obliged agents to seek court 
approval before tapping phones of 
Korean nationals, and required presi- 
dential approval for electronic eaves- 
dropping on foreigners or foreign or- 
ganisations. 

> Empowering parliament to review 
in detail the agency's budget as well 
as its activities. According to De- 
mocratic Party legislator Lee Hae 
Chan, the agency spent about Won 
600 billion (US$745 million), or nearly 
2% of the national budget in 1992, on 
routine operations and the construc- 
tion of a new headquarters outside 
Seoul. The expenditure for the new 
building was made without parlia- 
mentary approval. 

Passage of the new legislation 
came as a shock to many top NSP offi- 
cials, who found themselves in the 
unaccustomed position of being pow- 
erless to counter a determined cam- 
paign mounted by the opposition 
Democratic Party. The party was able to 
ward off attempts to kill the NsP amend- 
ment by linking it with the vote on the fis- 
cal 1994 budget bill. 

The officials currently running the NSP, 
all of whom owe their jobs to reform- 
minded President Kim, remain generally 
committed to democratising the agency. 
But several of them clearly believe that 
change has been too fast and too sweep- 
ing. "This law provides a lot of punitive 
clauses on NSP officials who abuse their 
power, but knocks out all the powers they 
need to do their job,” complained Cho 
Man Hu, the agency's top legal counsel. 
"The government is using our agenda to 
cover up its embarrassing failure on the 
rice market opening issue," he fumed. 

How the legislative changes will affect 
the Nsr's day-to-day operations is a matter 
of considerable conjecture. "Since the 
launching of the civilian government," said 
Cho Yong Ho, the Nsp’s official spokesman, 
“our agency has continually reformed and 
self-purified itself." But even the normally 
unflappable Cho admits that the new law 
will “pose considerable difficulties in our 
anti-communist investigative work." He 
then quickly added, lest he be seen as an 
unreformed defender of the old-style NSP, 
that ^we will try to do our best in the job of 
fighting communism." L] 
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: The new Saab 900's door handle is 














intentionally-recessed to reduce. wind- 









noise. With your palm up or down it 


offers a firm grip. Well appreciated in 


bad weather or emergencies, 


Totally practical and thoroughly 


‘considered: since every Saab design 


VERY STRONG. VERY SAFE. VERY SAAB. 


solution is influenced by considerations 
t of Active and Passive Safety. 


STARTING WITH ‘ACTIVE’ 
SAFETY. 


Active Safety? Avoiding accidents in 


the first place. We match our chassis 
resonance to that of the human body 


with prompt and precise signals. 
(Germany's authoritative "Auto, Motor 
und Sport” magazine: ..a high fevel 


of performance and co 





fort owing to a 





sporty and comfortable ) 
The driver receives an uninterrupted 
flow of vital signals enabling corrective 
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or compensative action, 

Perhaps explaining the uncanny 
eeling of security and harmony that 
accompany even your initial drive, 

By increasing chassis rigidity, we've 
irnproved handling and driving behaviour 
consistently across all speeds and 
loading conditions increasing the car's 
predictability, an advantage that could 


be decisive for accident avoidance. 


MOVING TO ‘PASSIVE’ 
SAFETY. 


Over one hundred prototypes were 
deliberately crashed. A three-way 
collision simulated effects of a multiple 


accident. 





The front was hit at 56 kph. Designed | 
to crumple, it absorbs and distributes | 
collision forces. The driver-protection | 
system includes seat-belt with pre- | 


tensioning, airbag, collapsible steering 
column and our patented A-pillar/front 
sill connection, reducing leg injury risk 
by helping to deflect the front wheel 
from intruding into the cabin during an 
offset frontal collision. 

The rear was struck at 48 kph, Our 
new Saab ‘Safeseat’ concept features 


un 


a unique new steel beam assembly, 





offering all three occupants three-point 


inertia seat belts and individual head 


restraints’. The lower seatframe also 


THE NEW 900. 


acts as a cross-member reinforcing 
side-protection (the rear seat backrest 


| 
can be optionally equipped with two | 
foldable child seats). 

it was rammed in the side at 54 kph. 
All doors are packed with shock- | 
absorbent foam. The side-protection- | 
system deforms defensively while 


absorbing collision force, Occupants 


cage that deflects high-speed collision 
forces. Result? A battered new 900 
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laboratory, analysing 


dent data. The car bristles: 
features which apply ir. all 





Sweden's largest insurance’ comp 
presented | 


jy the identical desi 
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philosophy, our tests indicate that the 
new 900 is equally as safe, Other 
insurers agree, endorsing the new 
900's safety and stability by, in "most 
cases, reducing premiurns below 
other cars in its class. Very sensible, 
Very satisfying. And very Saab. 





THE NEW 900. VERY SAAB. 
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MANILA DIAMOND HOTEL 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Manila Diamond Hotel 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 
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BANGLADESH 


Politics of 
Distrust 


| Opposition agitates for 
| polls on its own terms 








Bangladeshis, goes the conventional 

wisdom in the country, it is bound to hit 
either a lawyer or a politician. But Kamal 
Hossain is not your ordinary country law- 
yer, nor is he a small-time politician. A 
highly regarded barrister and specialist in 
constitutional law, he was Bangladesh's 


| f you throw a stone into a crowd of 


| first law minister and framer of its consti- 
| tution. He won his political spurs under 
| the country's founder-president, Sheikh 
| Mujibur Rahman, whom he also served as 


foreign minister. He quit the Awami 
League after a falling out with Mujib's 
daughter and successor as party chief, 


| Sheikh Hasina Wajed. 


Hossain recently formed his own party, 


People's Forum, and now it seems that the 
| politician in him has taken precedence over 
| the lawyer. In what is seen as a bid to gain 
| credibility for his party with the main- 


stream opposition, he has backed a call by 
the Awami League, the Jatiya Party of de- 
posed former president H. M. Ershad and 
the rightwing Jamaate Islami that the next 
general elections be held under a caretaker 
government. The polls are to be held no 
later than early 1996. 

The demand is clearly extra-constitu- 
tional; the law makes no provision for a 


| caretaker government to conduct polls. But 


former law minister Hossain's support 
adds a little more weight to calls for a con- 
stitutional amendment on the issue, which 
the Awami League declared it would table 
at the next session of parliament. The op- 
position's logic is that only a caretaker gov- 
ernment would ensure a fair and free poll. 
It also claims that the Bangladesh Nation- 


| alist Party (BNP) of Prime Minister Khaleda 


Zia is taking undue advantage of state fa- 
cilities and would use its privileged posi- 
tion to tilt the elections in its favour. 

That allegation is fuelled by the rather 
fluid line dividing the official work of the 
government and that of its political party. 
A case in point is the use of one of the 
prime minister's offices almost exclusively 
for party work. But some observers believe 
this is a non-issue, adding that former gov- 
ernments were worse offenders. 

The prime minister and her party have 
firmly rejected the opposition demand. 
They point to recent by-elections in which 


FAR EASTERN ECONOMIC REVIBW 


polling went off smoothly. And without 
the support of the BNP the two-thirds ma- 
jority required to pass the amendment 
would not be available. The opposition, 
however, is threatening to launch a mass 
movement to back its call. If Khaleda’s gov- 
ernment comes down hard on the protest- 
ers, as it has done previously, the opposi- 
tion’s threat to boycott the elections could 
become a reality. Political agitations in 
Bangladesh can turn violent and such vio- 
lence has in the past fuelled further politi- 
cal crises. This, in turn, has had only nega- 
tive consequences for the economy of one 
of the poorest nations on the globe. 

Some analysts believe the best course 
for the opposition would be to put its 
weight behind efforts to strengthen the 
Election Commission. The commission 
played an important role in the February 
1991 parliamentary polls and in subse- 
quent by-elections. It added to its credibil- 
ity by not hesitating to censure some gov- 
ernment ministers during the campaign. A 





They’re worried about the next election. 


strong Election Commission, say the ana- 
lysts, could allay opposition fears and set 
parliamentary democracy in Bangladesh 
on a solid foundation. 

The forthcoming elections of mayors 
and ward commissioners of Dhaka and 
three other cities — Chittagong, Khulna 
and Rajshahi — on 30 January will be a 
test for both the government and the Elec- 
tion Commission. The mayoral elections 
are being contested by the four major po- 
litical parties — the ruling BNP, the Awami 
League, the Jatiya Party and the Jamaate 
Islami — and will reflect their relative 
popularity. Successful polls could take the 
wind out of the opposition's sails. 

Amidst all the political bickering, there 
have been signs that the government and 
the opposition could reach an understand- 
ing on contentious issues. To accommodate 
opposition views, the BNP formed a special 
parliamentary committee to decide on the 
composition and functions of district level 
bodies. Local Government Minister Abdus 
Salam Talukdar said: "We want to set an 
example of working through an under- 
standing with the opposition." a 
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Clinton's Pyongyang Paradox 


he choices that President Bill Clinton 

now faces in trying to head off North 

Korea's nuclear-weapons ‘capability 
are the most agonizing an Aimeri¢an presi- 
dent has faced in recent memory “~‘even 
more than the 1991 Iraq crisis. The früstra- 
tions for this president are'evident. He 
came into office pledging to concentrate on 
domestic policy, yet this very disparage- 
ment of national-security issues may be 
tempting trouble-makers and making for- 
eign challenges more likely. He clearly pre- 
fers to work through organisations such as 
the UN and International Atomic Energy 
Agency, yet the impotence of those institu- 
tions in the face of North Korean defiance 
is the starting point of today's problem. 
Both action and inaction are fraught with 
dangers. Clinton yearns to resolve the dis- 
pute by political means, but the persuasive- 
ness of his diplomatic positions may de- 
pend on whether he is thought to have 
more coercive means available. His deter- 
mination to block a North Korean nuclear 
bomb has escalated rhetorically, even be- 
fore it is clear he has a strategy that will 
accomplish this objective. 

Diplomacy, sadly, may have come to 
the end of the line here. The traditional 
non-proliferation regime has achieved sig- 
nificant restraints when it has dealt with 
countries that were, to one degree or an- 
other, reachable by the international com- 
munity and its norms. By contrast, the 
countries the world worries about most — 
North Korea, Iran, Iraq — are outlaw re- 
gimes, driven by radical ideologies, 
unappeasably hostile to the world commu- 
nity and whose main foreign-policy aim 
seems to be to dominate their neighbours. 

They are interested in weapons of mass 
destruction for their offensive utility, politi- 
cal or otherwise. For Kim Il Sung it is the 
delicious prospect of intimidating Seoul, 
restoring the psychological balance be- 
tween North and South, undermining the 
credibility of the US security guarantee and 
enhancing the prestige of his regime inter- 
nally. It is absurd to think he will give up 
this opportunity except by force majeure 

Never has it been more obvious that a 
negotiation was futile, indeed, that its pro- 
longation was a tactic of deception by the 
other side to buy time to reach its para- 
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mount objective, namely, completion of its 
nuclear-weapons programme. 

President Clinton is owed sympathy for 
the unpalatable choices. But two observa- 
tions of a tactical nature may be in order. 
First, economic sanctions seem to be the 
initial objective of the US diplomacy should 
North Korea fail to provide adequate assur- 
ances. Even assuming (despite the histori- 
cal record) that some form of economic con- 
tainment may be useful in this case — 
which it may well be — there is a tragic 
irony: the inertia and short-sightedness of 
the world community are such that there 
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will be little chance of garnering interna- 
tional support for economic sanctions un- 
less it is generally known that military op- 
tions are being considered. Crude, but true. 
If the administration forswears considera- 
tion of more coercive measures, it will para- 
doxically find its hopes for economic sanc- 
tions eroding as well. 

Second, the US would also be wise to 
make clear that its options are not limited 
to what the UN Security Council might 
authorise. This is true as a matter of inter- 
national law — given the inherent right of 
self-defence recognised in Article 51 of the 
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UN Charter — and it is also a matter of 
enhancing the credibility of the US diplo- 
matic position. (In the extreme case, China 
and Russia might even prefer not to be 
asked to vote on the matter, knowing the 
pain of saying yes to such action and the 
costs of saying no to the US.) 


N orth Korea's acquisition of a nuclear 


capability has all the ominous im- 

plications for allied vital interests 
that President John F. Kennedy spoke 
about when he addressed the world on the 
subject of Soviet missiles in Cuba on 22 
October 1962: "Neither the United States of 
America nor the world community of na- 
tions can tolerate deliberate deception and 
offensive threats on the part of any nation, 
large or small,” said Kennedy. "We no 
longer live in a world where only the ac- 
tual firing of weapons represents a signifi- 
cant challenge to a nation’s security to con- 
stitute maximum peril. Nuclear weapons 
are so destructive and ballistic missiles are 
so swift that any substantially increased 
possibility of their use or any sudden 
change in their deployment may well be 
regarded as a definite threat to peace.” 

In this context, Clinton is being bolstered 
by a resolution introduced into the US 
House of Representatives on 15 November 
by the leaders of the Republican opposi- 
tion, which authorises the president to use 
“any means necessary and appropriate” to 
block North Korea’s development of the 
bomb. Given the long, sad history of US 
policies paralysed by domestic divisions, 
the passage of this resolution will power- 
fully reinforce American credibility as it 
strengthens the president’s hand. 

The hesitations of others cannot be the 
decisive consideration for US policy. 
America’s own resoluteness will be the 
decisive factor in the unfolding of events 
on the peninsula. If the US is uncertain, it 
will only reinforce the natural hesitation of 
the less powerful nations who rely on it. If 
America’s unilateral determination is evi- 
dent, it will stiffen the backbones of others. 
Whatever strategy the president chooses, 
he will maximise his international (and 
domestic) support — as well as his lever- 
age with Pyongyang — by deciding on a 
firm course and leading the way. m 
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How do you ship 2000 kg 
of Trousers overseas urgently 
without it hurting your pocket? 
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Simple. Just call the FedEx Freight Hotline. 

Now available in Hong Kong, Japan, Taiwan and Singapore, the FedEx Freight Hotline is 
atotally new concept in urgent freight shipping. One phone call provides you with an 
immediate price quote that will come as a pleasant surprise, and we'll arrange collection 
of your shipment AND guarantee on-time delivery*. Quite simply, we offer the fastest 
door to door service for shipments of over 20 kg (50 kg from Hong Kong)*. So if you 
need to ship urgent heavy freight overseas, it needn't burn a hole in your pocket. 
Just call the FedEx Freight Hotline. 


Ask for The FedEx Freight Hotline 


Hong Kong Japan Singapore Taiwan 
730 3333 0120-003200 1-800-743-2626 080-251-080 


Packages, Documents & Freight Worldwide 


* Some restrictions apply 
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The Pacific Century is scheduled to begin only after several 
more years have passed, but it is typical that progress in this 
part of the world moves at its own quickened pace. No one 
could have predicted a few years ago that China would be the 
world’s hottest investment prospect, that reformers would 
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CHINA'S HONGKONG M^ 








By L. Gordon Crovitz, Editor & Publisher 


he enviable growth rates in much of 
; Asia attracted unprecedented atten- 
tion over the course of the year. Asia 
was on the mind of everyone from brokers 
pitching mutual funds to makers of Swiss 
watches to auctioneers of Western fine art. 
The great hope — and one that is 
backed by solid economic performance — 
is that the swelling numbers of middle- 
class consumers in the last great marketing 
frontiers of China and India will keep the 
Asian tigers themselves roaring with ex- 
ports while also compensating for linger- 
ing recession in Europe and America. It 
was a sign of the times that real-estate sur- 
veys showed that in the foreseeable future, 
the priciest office space in the world after 
Tokyo will likely be in Shanghai and 
Hongkong, rather than Paris or New York. Reform was in the air as Morihiro Hosokawa 
Underlying these phenomena is a new 
political-economic dynamic that has taken 
root in Asia. The liberalisation of econom- 
ics and politics is moving along parallel 
tracks, even if not in precise lockstep, and 
old ideological distinctions no longer ap- 
ply. China pursues a “socialist market 
economy,” while Japanese trade negotia- 
tors take the high ground of free trade to 
criticise the US for insisting on “managed 
trade.” The communications and informa- 
tion revolutions now under way are creat- 
ing a truly global village. Asian MTV is 
creating linkages among a new younger 
generation of music fans in ways their 
elders likely will never quite understand. 
Meanwhile, Asia remains largely peace- 
ful. Traditional ruling parties’ monopoly 
grasp on political power is already broken 
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suddenly shove the ruling party in Japan from power or that 
the most dynamic trade group in the world would be called 
the Asia-Pacific Economic Cooperation (Apec) forum. Yet by 
the end of 1993, these were the big stories in the region, part of 
larger trends that appear likely to continue. 





developed a new interest in politics as the 
debate over democratic reform remained 
in the headlines throughout a year when 
the only absolute certainty was the 1997 
takeover by China. 


E vents in China during 1993 showed 
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that even the best-laid plans by Pe- 

king can sometimes go awry. This 
was supposed to be the year that China's 
runaway economy would finally be 
brought under control following the selec- 
tion of Vice-Premier Zhu Rongji as eco- 
nomic tsar by paramount leader Deng 
Xiaoping. GDP growth of more than 12.5% 
during 1992 led to general anxiety about 
the central authorities’ inability to main- 
tain sound fiscal or monetary policies as 
loose bank lending and uncontrolled 
growth of money supply prompted a re- 
sumption of high inflation, especially in the 





booming cities. 

Zhu's 16-point austerity programme 
did manage to exert some limits on over- 
production of unwanted goods by state- 
sector industries, and he also managed to 
halt the depreciation of the renminbi on 
the swap markets. But the banking system 
proved far harder to control. Zhu set a 
deadline for banks to call in Rmb 90 billion 
(US$15.6 billion) worth of property loans 
that he termed speculative. Officially, one 
third of the loans were repaid, but this esti- 
mate is probably too high, given evidence 
that banks shifted funds among each other 
in an effort to make their books look clean 
to auditors. Banks tried to accelerate repay- 
ment of loans by industrial borrowers 
when illiquidity in the property market 
became clear, but this created a credit 
crunch among firms that warned of more 
serious problems ahead if they were de- 
nied access to capital. 
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China's economic tsar Zhu Rongji tried, but 
couldn't slow double-digit growth. 
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Hongkong's Chris Patten shared a rare toast 
with China's Zhou Nan. 
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Lee Teng-hui's KMT was victorious in 
Taiwan's local elections. 





Deng set off China's economic boom in 
the 1980s when he declared that "To get 
rich is glorious." Another turn of phrase 
by Deng put an end to Zhu's austerity pro- 
gramme. In October, the 89-year-old leader 
proclaimed that "Slow growth is not so- 
cialism." The country ended the year with 
GDP growth projected at 13.5% and fore- 
casts for continuing high growth in 1994. 

There are still dark clouds on China's 
horizon, however. Inflation remained stuck 
at over 20% for most of the year in urban 
areas. There was also evidence of massive 
capital flight, as much as US$25 billion in 
1993 according to some estimates. Wash- 
ington's long standing threat to withdraw 
China's Most-Favoured-Nation trading sta- 
tus will be an issue again in 1994, as it has 
been annually for several years. 

The stitched-together nature of China 
and Hongkong was illustrated by a com- 
ment from Barton Biggs, a New York-based 
analyst for Morgan Stanley. After a visit to 
China, he declared himself ^maximum bull- 
ish" on the country. American mutual 
funds quickly moved into the Hongkong 
market for “China plays,” boosting the 
Hang Seng Index by 2446 to a series of 
record highs built on more than US$3 bil- 
lion of institutional investing. In Novem- 
ber, Biggs again made headlines when he 
announced his decision to decrease his port- 
folio's weighting in Hongkong by more 
than a third. "Love means never having to 
say you're sorry,” Biggs explained. 

Hongkong endured similar gyrations 
on the political front. Governor Chris Pat- 
ten's proposed reforms to secure more 
democracy and enhance the authority of 
the legislature before the 1997 handover to 








Hongkong's stockmarket soared, ignoring 
political rows. 
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Kim Il Sung and son Kim Jong ll remained 
all-powerful in North Korea. 





China gave way to laborious negotiations 
with Peking. China, which vehemently op- 
posed the reforms, spent the year making 
its opposition known through its ap- 
pointed advisers. The Sino-British negotia- 
tions endured 17 unproductive rounds by 
the end of 1993, at one point becoming the 


self-caricature of "talks on talks." 
B result in legislation in time for the 
1994 District Board and 1995 Legis- 
lative Council elections, but Peking seemed 
aware that time was on its side. Patten re- 
vealed that Britain had made major con- 
cessions during the course of the year, but 
was still unable to secure agreement on the 
"through train" provisions guaranteeing 
that all members of the legislature would 
keep their seats after 1997. 

Despite political differences, there was 
a clear convergence between Hongkong 
and China on the economic front. There 
are now 30,000 Hongkong factories in 
China, employing about 3 million people, 
equivalent to half the population of Hong- 
kong itself. By 1994, China is expected to 
overtake the US as Hongkong's main mar- 
ket for the first time. Firms such as Cathay 
Pacific Airways and Citicorp moved some 
of their operations across the border into 
lower-cost Shenzhen. The downside of this 
closer relationship, however, is fear that 
corruption will infect Hongkong and un- 
dermine its sophisticated and commer- 
cially valuable rule of law. 

Taiwan continued its sometimes turbu- 
lent path to political pluralism and eco- 
nomic dynamism. President Lee Teng-hui, 
who is also chairman of the ruling Kuo- 
mintang (KMT), made it clear by his actions 
that he no longer believes that the KMT has 
a monopoly on power. Lee campaigned 
vigorously in the autumn of 1993 for local 
elections that the KMT feared would not go 
well. In the event, the KMT held onto the 
same number of local government posts it 
had before, but the strong impression was 
that opposition parties had lost in a fair 
contest. 

Earlier in the year, six KMT lawmakers 
defected from the party to form the Chi- 
nese New Party, the first party split since 
the KMT arrived on Taiwan in 1945. Even 
the remaining KMT members split among 


ritain hoped the negotiations would 
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themselves in June over the requirement 
that more than 20,000 elected and ap- 
pointed officials, including the president 
and premier, disclose their personal assets. 
Premier Lien Chan turned out to be Tai- 
wan's wealthiest government official. 

Taiwan's economy continued to grow 
with GNP rising at a healthy rate of just 
over 6%. But a new sense of caution led to 
a more than 20% reduction in spending in 
the current six-year plan to the still-consid- 
erable figure of about US$240 billion. Po- 
litical differences aside, investments con- 
tinued to flow into China from Taiwan. 
The unofficial estimate of Taiwan's invest- 
ment in the mainland is US$15 billion. 

In South Korea, President Kim Young 
Sam initiated a broad programme of re- 
forms soon after his inauguration in Febru- 
ary. Kim's insistence that high-ranking 
officials disclose their personal assets 
forced him to fire five of his own cabinet 
members who were unable to account for 
their substantial wealth. Several military 
officers and judges were also found to pos- 
sess suspicious amounts of money. 

Kim then turned his reform efforts to 
the markets. In a move to make trading 
more transparent, Kim mandated that 
henceforth real names must be used in fi- 
nancial transactions. Anonymous accounts 
which had long been used as a means of 
evading taxes were abolished. Although 
there is wide agreement that these reforms 
will pay off over the long term, in the 
meantime there is still considerable dis- 
comfort. South Korean GDP growth is ex- 
pected to be around 4% this year. 

South Korea spent the year with one eye 
necessarily trained on its unfriendly neigh- 
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Ong Teng Cheong was elected president in 
Singapore. 
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In South Korea, Kim Young Sam preached 
reform. 


bour to the north. North Korea remained in 
world headlines during the year after its 
announcement in March that it would with- 
draw from the Nuclear Non-Proliferation 
Treaty. This came after Pyongyang barred 
inspectors from sites suspected of being 
used for storing waste after plutonium 
reprocessing. Meanwhile, the Great and 
Dear Leaders, Kim Il Sung and his son Kim 
Jong Il, remained atop one of the world's 
last remaining totalitarian regimes, appar- 
ently secure despite the desperately impov- 
erished North Korean economy. 

Southeast Asia had a happier tale to tell. 
Malaysia was another successful economy 
in the region this year, with GDP growth of 
about 8%. This steady economic perform- 
ance served as the backdrop to the emer- 
gence of a new generation of party leaders 
in the ruling United Malays National Or- 
ganisation (Umno). Prime Minister Datuk 
Seri Mahathir Mohamad was always cer- 
tain to remain president of Umno, but the 
year began with uncertainty about how 
quickly his likely successor, Finance Minis- 
ter Datuk Seri Anwar Ibrahim, might rise in 
the party. 

Anwar won the November election for 
deputy party chief, defeating veteran party 
leader Ghafar Baba. Campaigning on the 
theme of the “new Malay," Anwar drew 
strength from the increasingly urbanised 
Umno membership. "Things have changed 
considerably from the general Malay think- 
ing of past,” Anwar said. "There is now a 
battle over whether you accept the narrow, 
parochial, chauvinistic Malay agenda that 
is promoted in the villages, or else a na- 
tional Malay agenda that accepts new po- 
litical and economic realities." 





Anwar Ibrahim moved up the ladder in 
Malaysia's ruling Umno. 
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Fidel Ramos began to break up business 
monopolies in the Philippines. 


The big political news in Singapore at 
the end of 1992 was that the two deputy 
prime ministers, Lee Hsien Loong and Ong 
Teng Cheong, had both been diagnosed 
with cancer. The big political news this 
year was that both had returned to active 
political life. Prime Minister Goh Chok 
Tong this year strengthened his own posi- 
tion by resigning his parliamentary seat to 
contest a by-election, which he won easily. 
More drama came as Ong was elected 
president, but only after a relative un- 
known, Chua Kim Yeow, won more than 
40% of the vote. At the beginning of the 
year, Singapore was widely considered to 
be approaching more modest levels of eco- 
nomic growth. The accepted wisdom was 
proven wrong as GDP growth of 5.6% in 
1992 was followed by growth this year es- 
timated at about 9.2%. The financial serv- 
ices and manufacturing sectors both had 
double-digit growth rates. 

F^ recovery from the May 1992 

massacre of pro-democracy protest- 
ers in Bangkok. The subsequent collapse of 
the pro-military government led the way 
for the current government of Prime Min- 
ister Chuan Leekpai. Still, the Chuan gov- 
ernment endured a difficult political year, 
with opposition parties and occasionally 
even politicians from among its five-party 
coalition criticising the prime minister's 
lack of practical accomplishments. 

As even infrequent visitors to Bangkok 
know too well, traffic remains a huge bar- 
rier to growth and considerably reduces 
the quality of life in the nation's capital. It 
was therefore somewhat ironic that the 
government engaged in a bitter battle with 
firms that had invested in an expressway 
in Bangkok. The cabinet voted to cut the 
proposed fare, disrupting the financial 
structure of the deal originally signed in 
1988. Rather than negotiate with the Japan- 
ese project owners, the government forced 
the road open, worrying other foreign in- 
vestors, and potential investors. Overall, 
the Thai economy fared well with GDP 
growth forecast in the 7.5-8% range by the 
second half of the year. Industrialisation, 
of course, also has its risks. In May, Thai- 
land suffered the world's worst factory dis- 
aster, when 190 workers were killed in a 


or Thailand, 1993 was a year of na- 


PAR EASTERN ECONOMIC REVIEW 





= 
> 
Č 
2 
o 
> 
» 
2 
z 
o 





Thailand mourned the death of scores of 
people in a toy factory fire. 





fire in the Kader Industrial toy factory out- 
side Bangkok. 

In Indonesia, President Suharto was 
elected to his sixth five-year term by the 
People's Consultative Assembly. This re- 
sult was unsurprising, but the stability of 
this system does not mean there is unanim- 
ity on policy within the government. An 
engaged debate is taking place over eco- 
nomic theory. The current cabinet includes 
both "technocrats" and followers of Re- 
search and Technology Minister B. J. Habi- 
bie, who supports aggressive government 
investment in hi-tech industries. Indonesia 
can probably afford to let the two sides 
experiment with their opposing policies: 
GDP is forecast to grow at 7% in 1994 com- 
pared to less than 6% in 1992. 

In India, a similar debate between a 
planned economy and a free economy 
appears to have been resolved in favour 
of free markets, but translating theory into 
practice proved more frustrating. Inflation 
was brought under control, but govern- 
ment borrowing remained high. Efforts to 
continue government liberalisations in the 
economy were slowed by high-tension 
politics, including secular violence stem- 
ming from the destruction of the Ayodhya 
mosque. In order to spur more rapid re- 
forms in the economy, Finance Minister 
Manmohan Singh commissioned some 
eminent expatriate Indian economists to 
prepare a paper setting out what needs to 
be done. The economists, including 
Jagdish Bhagwati and T. N. Srinivasan, 
agreed that the size of India's government 
bureaucracy must be reduced, privatisa- 
tion accelerated, subsidies removed and 
trade barriers lifted. 





President Suharto began his sixth five-year 
term in office. 
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It was a sign of a mixed year, however, 
that just as Coca-Cola agreed to re-enter 
the market after being forced out by pro- 
tectionist policies years ago, the grain giant 
Cargill Inc. withdrew from a salt farm de- 
velopment because of opposition to the 
project. 

The Philippines, still only a potential 
member of the club of growing Asian 
economies, surprised many observers by 
taking several of its problems seriously 
this year. President Fidel Ramos began to 
make good on his pledge to break down 
monopolies that harm consumers. His 
government issued an executive order re- 
quiring Philippine Long Distance Tele- 
phone Co. (PLDT) to connect its facilities to 
competitors. Some of the 800,000 people 
currently waiting for installation of a tele- 
phone may soon get relief from PLDT's 
own "Zero Backlog" programme. The 
government hopes to encourage more pri- 
vate sector firms to solve the continuing 
shortfall in energy and other infrastruc- 
ture bottlenecks. The Philippines has a 
long way to go before it joins the club of 
Asian tigers, but the 276 growth estimate 
would be a respectable showing. 

Japan finished the year as the odd man 
out. Its troubled economy showed little 
signs of recovery, with most private econo- 
mists estimating that GNP grew by less than 
1%, though the government predicted 
3.3%. The yen continued to surge, making 
trade far from an efficient search for com- 
parative advantage. Instead, Japan has 
been forced towards a costly practice of 
effectively hedging currencies by opening 
plants in one country and slowing th&m 
down in another. 

Japan continues to suffer from.the fall- 
out of the 1980s "bubble economy." In Au- 
gust, Keynesian pump-priming, including 
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Apec: the Asia-Pacific organisation for the 1990s? 


US$60 billion in new spending, failed to 
boost the economy. The second and third 
stimulus packages also failed. Token de- 
regulation has had little effect. By the end 
of the year, even the Ministry of Finance 
seemed resigned to the supply-side solu- 
tion of a significant income-tax cut. 


he most headline-grabbing news 
à from Japan in 1993 was the dramatic 
break-up of the monopoly on power 
that kept the Liberal Democratic Party 
(LDP) in power for the whole of its 38-year 
existence. The July election opened the way 
for a coalition of reform parties. These par- 
ties, led by Prime Minister Morihiro Hoso- 
kawa, are defined mostly by what they 
were created to oppose, which can best be 
understood by a review of the final months 
of the LDP as Japan Inc. 

One-party rule suffered a series of em- 
barrassments over the past few years, in- 
cluding corruption scandals that went to 
the core of the government-big business 
relationship. The most serious problems 
developed in the autumn of 1992, when 
Shin Kanemaru, the leader of the Takeshita 
faction of the ruling party, was forced to 
resign from parliament after pleading 
guilty to a breach of the Political Funds 
Control Law. Kanemaru's departure led to 
calls for electoral reform as LDP dissidents 
began to abandon the party. These in- 
cluded such powerful figures as former 
LDP secretary-general Ichiro Ozawa and 
former minister of finance Tsutomu Hata. 

At the other end of Asia, Australia at- 
tracted world attention on several fronts. 
In a surprise victory, Prime Minister Paul 
Keating's Labor Government was returned 
to power despite the country's sticky re- 
cession. He pledged to make Australia part 
of Asia, hoping to bring a share of the re- 
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gion's prosperity Down Under. Australian 
businesses will get a boost in this direction 
from the announcement that Sydney will 
hold the Olympics in 2000. 

The year ended with an event that sym- 
bolised the pre-eminence of the Asia- 
Pacific region, the summit of the Apec fo- 
rum. The centre of the earth seemed to shift 
markedly towards Asia and away from 
Europe, with Asian countries wondering 
what to make of their new-found impor- 
tance and interest from America. US Presi- 
dent Bill Clinton, who acted as the host for 
15-member group as it met in Seattle, 
offered a rosy view. 

“Imagine an Asian-Pacific region in 
which robust and open economic competi- 
tion is a source of jobs and opportunity 
without becoming a source of hostility and 
instability,” Clinton said. A region that has 
prospered by engaging in economic com- 
petition could prosper more with even 
freer markets. For Apec or any other group 
to play an important role in Asia’s future, 
however, the countries of Asia must first 
decide whether they share enough inter- 
ests to provide a foundation for an organi- 
sation like Apec. 

If 1993 gives any indication of the direc- 
tion of shared goals for Asia, then these 
clearly do include more open trade to give 
the people of the region full opportunity to 
make the most of their talents. Giving indi- 
viduals the chance to improve their lives 
has been the secret to the Asian economic 
boom. As we enter 1994, the economic 
progress that has made Asia the envy of 
the world shows little sign of retreat. m 


This is excerpted from Asia Yearbook 
1994, a Far Eastern Economic Review publica- 
tion, available in bookstores this week. 
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Aala’s Loading Companies 





he Far Eastern Economice Review 

i inaugurates the most ambitious 
corporate survey ever done in 
Asia, the REVIEW 200; Asia's Leading 


|. Companies. 


^ "This survey identifies the most impor- 


tant factors that make a company an 


Asian leader — factors that go beyond 
previous surveys that were limited to 
such data as sales or profits. The survey 
instead identifies the characteristics of 
corporate leadership that make today’s 
leaders — and help predict tomorrow’s. 
More than 4,000 leading professionals 
throughout Asia participated in the sur- 
vey (see methodology on page 64). 

The REVIEW 200 comprises 90 multi- 
national companies from outside Asia 
that do business in the region and 110 
companies based in Asia. Multinationals 
were ranked in all 11 countries in the 
survey. Local companies were ranked in 
their home countries. 

To be a leader, a company 
cannot be a niche player that is 
known and well-regarded only 
by the few it serves. Instead, it 
must be recognised for its 
achievements and leadership 
qualities by a broad range of 
people. 

Take a look at the chart on 
this page. We feel these five at- 
tributes are the best measure- 
ments of corporate leadership. 
They emerged from in-depth in- 
terviews with chief executive of- 
ficers and other business profes- 
sionals throughout Asia. 

Moreover, we feel these 


ob qualities can help identify forward-look- 


“ing companies. Management can’t just 

rest on its laurels. To be a leader, a com- 
pany must have a long-term vision and 
be a company that others try to emulate. 
It also must adjust to changing condi- 
tions. That's why leading companies are 
innovative in responding to customer 
needs. 

Let's take a closer look at the five key 
attributes of corporate leadership. We'll 
tell you how some of our survey re- 
spondents defined these attributes. 


High quality products/services 


REVIEW 200 respondents ranked this 
the most important quality of corporate 
leadership. A company can't be a leader 





Introducing the REVIEW 200 


By John M. Leger 


unless its products or services are the 
very best. 

Says a South Korean participant in the 
survey: “The company is able to create 
an unforgettable image so that custom- 
ers will recognise that such quality serv- 
ices or products can only be furnished 
by this company." 

Adds a Singapore respondent: "The 
company is producing goods and serv- 
ices that exceed. clients" expectations." 

Clearly, management has to think of 
everything. And we do mean everything. 
A survey participant in India explains: 
"In a hotel, the lobby might look posh 
but the bedsheets might have holes in 
them." Hotel managers: You have been 
warned. 


Innovative in responding to 
customer needs 


A Singapore participant in our sur- 
vey sums it up very well: "The company 


LEADERSHIP QUALITIES 
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makes extra effort to find out its custom- 
ers’ needs and goes all out to meet them. 
The company thinks of other means to 
solve customers’ problems or difficulties. 
For example, if it can't finish on time, it 
directs customers to another supplier to solve 
the customer's problem first." 

Says a survey respondent in Thailand: 
"The company always finds ways to im- 
prove its services to customers. It pro- 
vides new services, not ordinary ser- 
vices." 

Management has 
long-term vision 


“A company should have ambitions 
that are. well-planned,” says a survey 
participant in the Philippines, "not only 





for today's generation but for the next 
generation." 

A Taiwan respondent puts it this 
way: "The ideas, visions and far-sighted- 
ness of management affect the future of 
a company. The management knows 
how to manage finance, is able to make 
decisions fast, and to look oüt for oppor- 
tunities. Managers are able to detect busi- 
ness opportunities, to adapt to environ- 
mental changes and to handle crises." 


Financial soundness 


Here's how a respondent in Australia 
defines this attribute: "The company has 
sufficient liquidity to cover its opera- 
tional needs. Its assets are greater than 
liabilities. It has the ability to fund the 
bulk of growth internally, has a strong 
balance sheet and strong cash flow." 

A participant in India has another 
view: "The company should have a 
strong commitment to growth, and pro- 
fits should grow. There should be 
a low debt-to-equity ratio." 


Companies others 
try to emulate 


"The company provides 
directions for other companies," 
explains a survey participant in 
Singapore. "The company must 
show leadership and be a bench- 
mark for other companies. By 
leadership, 1 mean being the best 
overall." 

This Singapore respondent is 
happy to explain who he's talking 
about. In a comment sure to 
spread some Christmas cheer at a 
well-known airline, he says simply: 
“When you mention service, I think of 
Singapore Airlines." 

We'll second that. Meanwhile, a sur- 
vey participant in Australia looks at it 
like this: "This is a leader in its field 
which sets high standards. These are the 
best companies, other people look at 
these companies and try to copy and 
learn from them." 


kkk 


These comments from survey partici- 
pants should give you an idea how Asian 
executives and other professionals view 
corporate leadership. And we hope the 
survey will help answer this question: 
How can we all do our jobs better? — m 
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@ Intel 
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Q News Corp. 

@ Qantas Airways 
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@ Telecom Australia 

Q CRA 
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@ Indosat 


Q Astra International 

@ Toyota Astra Motor 

© Gudang Garam 

@ Bank Central Asia 

Q United Tractors 

@ Freeport Indonesia 

@ Indocement Group 

Q Bank Negara Indonesia 

D) Bank Ekspor-Impor Indonesia 


> PHILIPPINES 


@ San Miguel Corp. 
@ Ayala Corp. 

Q Shoemart 

@ Jollibee Foods 

@ Bank of the Philippine Islands ISTA 
@ ABS-CBN Broadcasting 
@ Pure Foods 

Q A. Soriano Corp. 

@ Far East Bank & Trust 
@® Philippine National Bank 
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@ Formosa Plastics 

@ Evergreen Marine 

@ President Enterprises 
Q China Steel 

Q Taiwan Cement 

Q Acer 

Q Taiwan Power 

Q Chinese Petroleum 
Q Eva Airways 

@ China Airlines 








@ Hongkong & Shanghai Bank 
Q China Light & Power 

@ HK Telecommunications 
© Cathay Pacific 
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@ Hindustan Lever 

@ Larsen & Toubro 

@ ITC Industries 

@ Bajaj Auto 

@ Tata Iron & Steel Co. 
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@ Reliance Industries 
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@ Sime Darby 

@ Genting 

Q Proton 
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@ Samsung Corp. 
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Selling the World to Asia 


ew ideas in the business world 
Fis. changed more dramatically 

since the late 1980s than the image 
of Asia in the minds of US and European 
corporations. 

After all, it was only a few years ago 
that Asia outside of Japan was mostly a 
low-cost production site. The only mar- 
ket worth thinking about was Japan, but 
it was so difficult to penetrate that many 
companies didn’t bother. 

Now the rest of Asia is getting its due. 
Whether it is software or sewers, de- 
mand is growing more quickly in Asia 
than anywhere else in the world. Com- 
panies that have been in the region for 
some time are reaping a rich harvest, 
much of which is being put back into 
further expansion. And a bevy of late- 
comers is trying to make up for lost time. 

“I notice a remarkable change in ap- 
proaches to Asia and what it will take to 
succeed here, particularly among US 
companies,” says Trevor MacMurray, 
managing director of McKinsey & Co.'s 
Hongkong office. 

Part of the sea change reflects eco- 
nomic liberalisation. China and India, 
which between them account for 40% of 
the world's population, have embarked 
on far-reaching economic reforms. So, 
too, have smaller countries as different 
as Vietnam and South Korea. 

Also grabbing attention outside the 
region: high-profile projects, such as Tai- 
wan's US$300 billion infrastructure pro- 
gramme; tariff reductions in Asean; and 
the sense that China's opening is for real. 

Asia's impressive growth rates, cou- 
pled with recession in the West, have fo- 


By Mark Clifford 


cused attention on Asia like never be- 
fore. "The US economy is flat, Europe is 
in the doldrums and Asian growth is ter- 
rific,” says American Telephone & Tele- 
graph (AT&T) executive vice-president 
Robert Kavner. 

Companies now recognise that it is 
no longer enough to treat Asia casually. 
The challenge for multinationals, says 
MacMurray, "is to make Asia as impor- 
tant in 10 or 20 years as Europe is to- 
day." 

Indeed, senior executives at more and 
more multinationals recognise the need 
to increase their firms' presence in Asia. 
"Instead of project feasibility teams try- 
ing to push projects, you get the chair- 
man and the president saying, "Why 
aren't we in China?' and pushing 
projects down" through the organisation, 
says Robert Broadfoot, who heads Hong- 
kong's Political & Economic Risk Con- 
sultancy. 

The leading foreign multinationals in 
Asia sell everything from soft drinks to 
cellular telephones. But most of them 
were fortunate enough to have manage- 
ment that realised many years ago that 
the region demanded serious attention. 

It's no surprise that consumer-prod- 
ucts companies are held in high regard. 
"Asians want to feel like they are part of 
the world," says Joseph Champagne, 
managing partner of Hongkong's 
Technomic Consultants. “Asians tend to 
buy luxury goods, well-known brands 
and to gravitate toward leading brands." 

Whether they are selling computers 
or chocolate, most multinational com- 
panies that succeed in Asia are methodi- 


cal and many have had a long-estab- 
lished presence. Coca-Cola set up its first 
bottling plants in Asia in the 1920s. IBM 
opened in China in the 1930s and Mo- 
torola made black-and-white televisions 
and vacuum-tube radios in Asia after 
World War II. 

One of the challenges that every 
multinational faces in Asia is how to 
bring more Asians up the executive 
ranks. That will mean rotating local 
Asians — and not just American- or Eu- 
ropean-born Asians — through corpo- 
rate headquarters. 

Few companies have done this. That 
gives latecomers like Hughes, a US- 
based electronics firm, a possible com- 
petitive edge. Slow to move abroad, the 
General Motors subsidiary tried to make 
up for lost time with the establishment 
of an international division in 1992. The 
California-based president of Hughes In- 
ternational is Gareth Chang, a native of 
Chengdu, China, and formerly a senior 
executive at McDonnell Douglas in 
Hongkong. 

Localisation of production also helps, 
as companies as different as Boeing and 
Coke know. Few companies depend 
more on Asia than Boeing, which is 
America's largest single exporter. China 
is Boeing's largest overseas customer; al- 
most one of every seven airliners Boeing 
sold in 1993 went to China. 

Now, as part of the battle with Air- 
bus and McDonnell Douglas for the 
China market, Boeing is discussing the 
possibility building the mid-range 757 
aircraft in China. 

Ironically, US and European multi- 
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| nationals may have an advantage over 
their Asian rivals when it comes to lo- 
calisation. Japanese and, to a lesser de- 
gree, South Korean and Taiwanese firms, 
have increased their investments 
throughout Asia in recent years. Many 
of these investments, especially Japanese 
and Korean operations in southeast Asia, 
are little more than low-cost assembly 
operations. That limits growth prospects. 
Moreover, though some Asian firms 
are quite large, they are likely to face new 
competition as the region's economies 
open up. "They are entering an era of 
` more open and demanding Asian mar- 
kets — an era that will severely test their 
established business formulas," write 
McKinsey's T. C. Chu and MacMurray. 
Many companies that have not had 
much of a presence in Asia are now try- 
ing to make up for lost 
















Avid Advertisers 





By Jonathan Karp 


olls-Royce sales are purring in 
R Hongkong and China. Even 

though the ultimate luxury car has 
no direct competition, local importer MD 
Motors felt the need late this year to take 
out advertisements. It wanted to tout the 
sister Bentley line, which is less known 
in the colony, and target younger cus- 
tomers who might appreciate Bentley's 
racing heritage. 

“We don’t expect readers to ring the 
showroom and ask how much a Bentley 
costs,” says Terence Cheng, marketing 
manager for MD Motors. In Hongkong, 
Bentleys range from 


time. AT&T, which had HIGH QUALITY US$320,000-537,000, 

|. only a modest pres- SERVICES/PRODUCTS while Rolls-Royces 

{< ence in Asia until it lost cost from US$340,000- 
| its monopoly position 700,000. "We want 
in the US a decade ago, people who think 

now is investing heav- about buying a Rolls to 

ily in the region. think also about buy- 


China is the focus 
of AT&T's Asia activi- 
ties. The company 
signed an ambitious 
memorandum of un- 
derstanding with Chi- 
nese authorities in 
early 1993 that is likely 
to lead to AT&T estab- 
lishing everything 
from a world-class re- 
search lab to a microelectronics facility in 
China by the end of the decade. 

AT&T now has 400 people in China. 

;" "That will grow," vows Kavner. “Our 
: Strategy is to be in China, for China and 
with China. That is a significant change 
fora company like AT&T." 
AT&T. faces the prospect of a tough 
fight thanks to entrenched competitors 
such as Alcatel, which has been building 
«telephone switching equipment in China 
^ for more than a decade. 
Not all industries have that sort of 
‘competition and some areas are still rela- 
tively wide open. Microsoft and Walt 
“Disney have in the past 12 months made 
. major commitments to China. Micro- 
.softs major concern about China 
-stemmed from computer piracy, but the 
^ firm swallowed hard and signed a land- 
mark licensing agreement with a consor- 
‘tum of Chinese personal computer 
manufacturers in November 1992. That 
. was followed by the opening of a Peking 
representative office at the beginnirig of 
1993. For the fiscal year ended June 30, 
Microsoft expects revenues of about 
US$4 million from China. a 
























ing a Bentley.” But 
Cheng concedes, “If 
we did not feel we 
needed to clarify Rolls- 
Royce and Bentley, we 
probably would not 
have advertised.” 
Who would? Ad- 
vertising, in Asia at 
least, gets more expen- 
sive each year, and 
many companies must wonder when the 
hard work of building a brand name lets 
up. Judging from the REVIEW 200 sur- 
vey, it doesn’t. The winners not only 
make quality products, they are per- 
ceived to market them well. 
Watchmaker Rolex of Geneva has 
one of the more traditional approaches, 
relying on long-term image building 
through advertising. “This is not a com- 
pany that hits the market with one cam- 
paign this year and then another next 
year,” says a J. Walter Thompson adver- 
tising executive who handles Rolex. "It'll 
have the same ads," which depict Rolex 
as the epitome of form and function, the 
choice of equestrians and explorers. 
Discreet and focused, the privately 
held watchmaker is one of the heaviest 
advertisers in Hongkong. According to 
Hongkong Adex, Rolex spent some 
US$3 million locally on ads in 1992, more 
than Coca-Cola and Sony. Other multi- 
nationals distinguish themselves 
through advertising that communicates 
a vision broader than product promo- 
tion. For instance, Eastman Kodak hopes 
to encourage amateurs always to have a 
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camera at their side, since “every mo- 
ment is a Kodak moment.” 

For a number of reasons, many lead- 
ing multinationals are shifting away 
from straight-forward advertising to- 
wards event sponsorship as a cost-effec- 
tive tool. A 1991 procession of Rolls- 
Royces through Hongkong generated 
media coverage. “News is more credible 
than advertising,” says Cheng of MD 
Motors. It’s also cheaper. 

On a larger scale, by paying an undis- 
closed sum to be the official film of Ja- 
pan’s professional soccer J League, 
Kodak created merchandising opportu- 
nities to penetrate a market where it has 
occupied a rare third place, behind Fuji 
and Konica. Kodak markets cheap sin- 
gle-use cameras with each soccer team's 
name and logo. They're now sold in 
Japanese convenience stores and outlets 
that the US film company had previously 
found tough to enter. 

In 1994, Kodak will sponsor Indone- 
sian soccer teams and serve as the offi- 
cial film of year-long government tour- 
ism promotions in South Korea and Ma- 
laysia. In Thailand, it works with local 
governments in a Kodak Kindergarten 
programme, organising sports activities 
to promote future national athletes. "We 
get publicity but these are also services," 
says Nat Yogachandra, Kodak's regional 
marketing director. "Anyone can do ad- 
vertising. These kind of events show we 
are part of the community." 

BMW tries to be part of the Asian 
community through product develop- 
ment. The German car maker designed a 
smaller engine specifically for Thailand 
to avoid taxes and keep its cars competi- 
tively priced. BMW says it enjoys a 3% 
market share in Thailand, which it con- 
siders deep since its share of the German 
market is just 7%. 

Poised to capitalise on Indochina's 
economic development, BMW. has al- 
ready signed up importers in Cambodia 
and Vietnam, and sponsored a motor 
show in the latter. Beating nemesis Mer- 
cedes-Benz to Vietham was critical, 
BMW believes, since success demands 
time, not just advertising. "The market is 
very small but we wanted to be there in 
the beginning," says Kay Segler of 
BMW's overseas marketing department 
in Munich. The rest of Asia seems to buy 
BMW's pitch — an active car for active 
people. Of Vietnam, Segler says: "They 
are an active people, so they will like 
BMW.” Time, not advertising, will tell. ai 








30:DEC. 1993 & 6 JAN. 1994 





30 DEC. 


How Coke Excels 





If a picture is worth a thousand 
commitments, then much of 
Coca-Cola's future is in Asia. Its 
| » current annual report features a 

$) |) grinning group of Coke-toting 

Indonesian boy and girl scouts 
on the cover. The inside counts up the 
staggering possibilities of selling Coke to 
Asia's ever-richer consumers. 

Coke is already well-known through- 
out Asia. No surprise in that, for the 
ubiquitous red-and-white Coke logo is 
the world's best-known brand. More- 
over, the Atlanta-based soft-drink 
company has been in Asia since the 
1920s. 

REVIEW 200 respondents think Coke 
is doing a lot of things right in Asia. 
Among multinationals, Coke won the 
No. 1 rankings for overall leadership, 
long-term vision, financial soundness 
and company that others try to emulate. 

Coke's Shanghai bottler was the first 
to sell more than one million cases a year 
outside of the US. That milestone was 
reached in 1948, just before China's revo- 
lution drove Coke out of the country for 
three decades. 

Recently, it has made up for lost time. 
Coke and its partners have invested 
US$150 million in recent years in China. 
More than twice that much is budgeted 
for the next three years. 

For Coke, the lure of Asia rests on 
some simple calculations. Worldwide, 
Coca-Cola sold more than 10 billion 
cases of its carbonated soft drinks (Coke, 
Diet Coke, Fanta and Sprite) in 1992. 
Most of those drinks were slurped down 
by consumers in rich countries. But 
growth is largely tapped out in many of 
these markets. 

Where will the next 10 billion cases 
come from — and the 20 billion cases 
after that? The answer is in the develop- 
ing world. The populations of India and 
China alone total more than 2 billion 
people. Add on Indonesia and the three 
countries are not far from half of the 
world’s total population. 

Even allowing for a bit of wishful 
thinking by Coke’s impressive market- 
ing machine, the numbers are over- 
whelming. Think back to that annual 
report cover and the Coke-guzzling 
scouts: it would mean sales of nearly a 
billion cases annually if Indonesians 
drank even half as much Coke as they 
do tea. 

A little farther west, Coke is taking 
advantage of a more liberal economic en- 
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By Mark Clifford 


vironment to go back into India, after an 
absence of nearly 20 years. Coke reckons 
that if Indians drank as much Coke per 
capita as Filipinos do, that would trans- 
late into another 3 billion cases a year. 
But nowhere are the numbers more 
compelling than in China, where Coke 
claims a 16% share of the soft-drink mar- 
ket. If the Chinese would drink as much 
Coke per capita as the Japanese, that 
would translate into 6 billion cases a 
year. In other words, China, India and 
Indonesia alone could be as big in a cou- 
ple of decades as the entire Coca-Cola 





Peddling Coke in Peking. 


system today. 

Coke is laying the groundwork to 
make sure that this dream comes true. 
Coke is bottled at 13 sites across China, 
including five state-owned plants. Ten 
more will be built in the next three 
years. 

Following a pattern that has proved 
successful throughout the world, Coke 
teams up with strong local partners for 
everything from bottling to glass-mak- 
ing. For its bottling operations, which 
need strong distribution arms, Coke's 
partners usually have deep pockets and 
good political connections. 

Coke doesn't like to think of itself as 
multinational: it prefers the ^multi-local" 
label. That might sound strange coming 
from a company whose claim to fame is 
a sugar-water-and-caramel mixture 
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whose appeal is in its consistency and 
reliability. But Coke's is a business that 
requires local networks: local bottlers, 
because transportation costs make it un- 
competitive as an imported product, and 
local distributors to get it into every pos- 
sible shop and restaurant. It builds the 
infrastructure — a strong network of bot- 
tlers and heavy localisation. 

“We are an international company 
that happens to be located in Atlanta,” 
says Douglas Daft, Coke's senior vice- 
president in charge of Asia. About 80% 
of Coke's income comes from outside the 
US. 

Coke's strength comes from its ability 
to make long-term investments com- 
bined with one of the world’s most so- 
phisticated and powerful marketing or- 
ganisations. 

Several months ago it signed up Ma- 
laysian-Chinese entrepreneur Robert 
Kuok's Kerry Group as a bottling part- 
ner in China. Another powerful Hong- 
kong group, Swire Pacific, controls Coke 
bottling operations in Taiwan, Hong- 
kong and southern China. 

Coke tries to localise ingredients and 
management as much as possible. More 
than 96% of the raw-material costs are 
sourced locally, with only the secret parts 
of its formula imported. 

One reason Coke succeeds is that it 
makes its local partners and suppliers 
rich. A former local enterprise in Zhuhai, 
next to Macau, is now one of the biggest 
plastics suppliers in China thanks to its 
association with Coke. Wherever Coke 
has a bottling plant, the Zhuhai Shi Wan- 
chai plastics firm sets up next door. 
"That's typical of how we set up busi- 
nesses all over the world,” says John 
Farrell, president of Coca-Cola China. 

Coke’s achievements reflect its status 
as a marketer and a franchiser, not as a 
manufacturer and distributor. The Coca- 
Cola system in Asia employs 85,000 peo- 
ple. But only 1,600 of those are paid by 
Coke — the rest are employed by bot- 
tlers. 

Its judicious use of resources explains 
Coke’s stunning financial success. In 
1992 its return on shareholder's equity 
was 46%. An investor who bought 
US$100 worth of Coke’s shares at the 
end of 1982 would have an investment 


woth US$1,286 10 years later — an av- . 


erage annual compound return of 29% 
and one that outperformed the bench- 
mark Standard & Poor's Index by par 
three times. 
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Disney's World of Fantasy 











Walt Disney Co. executives 
live a fantasy, a successful 
one. The firm's Asia-Pacific 
headquarters in Hongkong 
envelops staff in a world 
dominated by images of 
famous cartoon characters. Instead of a 
grey suit, office boss John Feenie 
occasionally sports a Disney "Imagineer- 
ing" flight jacket and an Aladdin bow- 
tie. 

But — to borrow an expression mean- 
ing to poke fun — no one takes the 
Mickey out of Feenie, who oversees 
Disney's operations from Korea to Sri 
Lanka as regional executive vice-presi- 
dent of the consumer-products divi- 
sion. For after 65 years in 
show biz, Mickey Mouse is 
as powerful a symbol of 
childhood fun as it is a global 
marketing tool. Traditional 
Mickey Mouse, Donald Duck 
and Pluto the dog products 
generate about 60% of royalties 
paid for Disney merchandise 
worldwide. 

In Asia, Mickey propels Dis- 
ney's merchandising expansion 
drive with “Mickey’s Corner" con- 
cessions in department stores and 
Mi Lao Shu, a monthly Chinese-lan- 
guage comic book distributed on the 
mainland. 

Fortunately for Disney, which tries 
to localise Mickey's name for each mar- 
ket, the Chinese don't bear Westerners' 
grudge against rats. "Mickey the Rat,” 
Feenie says, translating the Chinese 
name literally. “We're not wild about it, 
but the Chinese do not distinguish be- 
tween a rat and a mouse. It’s the same 
word.” 

Disney, No. 4 overall in the REVIEW 
200 survey of multinationals, scores 
highly in such categories as long-term 
vision and as a company that others try 
to emulate. 

It has been in Asia since 1962, when it 
opened a Tokyo office and began spread- 
ing the magic of Mickey Ma-u-su. Feenie 
says the Asia-Pacific region now ac- 
counts for about 25% of Disney’s re- 
venue from consumer products, the 
smallest of three pillars supporting Dis- 
ney's empire. The other two are films 
and theme parks. S 

Income from consumer products, 
which include toys, books, music and 
computer software, was US$1.4 billion in 
fiscal 1993, or just under 17% of total Dis- 





By Jonathan Karp 


ney revenues. Higher margins helped 
the division to contribute 21% of Dis- 
ney's operating profit, and market ana- 
lysts believe consumer products have the 
best growth potential through the end of 
the decade. 

Retail sales of goods licensed by 
Disney are expected to reach US$3.8 bil- 
lion this year in Asia, mostly in Japan. 
Signs of growth elsewhere are evident, 
though. Retail sales outside of Japan 
have risen to about US$800 million this 
year from US$60 million in 1988. 

Disney's animated 
films and 

























Disney's World on Ice. 


television shows drive the spin-off mar- 
ket for consumer goods. In addition to 
credentials for technical quality, how- 
ever, Feenie believes that Disney plays 
well to the Confucius inside Asian con- 
sumers. "The fundamental values in our 
characters in humour and warmth very 
much belong to the family," he says. “In 
Asia, I would suggest that family values, 
Confucian values, are paramount." 

Getting parents to pass on their own 
affection for Mickey to their children is 
only part of Disney's formula. 

In a region whose nations are under- 
going different stages of a consumer 
revolution, Disney must stay on top of 


market trends, deal with complex distri- 
bution challenges, ensure that licencees 
are up to Disney standards and maintain 
the integrity of the brand. 

“We've got millions of people watch- 
ing us," Feenie says. And he's not only 
talking about other movie studios whose 
products go head-to-head against 
Mickey. "Counterfeiters are our biggest 
competitors. Period." 

Fakes are a concern as Disney ex- 
pands in India with Mickey's Corners 
and tries to direct more Chinese-manu- 
factured Disney products towards the 
lower-income mainland market, rather 
than for export. Disney already pulled 
out of China once, in 1990, withdrawing 
its television show after Peking failed to 
impose stiff enough penalties on coun- 

terfeiters. 

Since returning after a year's ab- 
sence, it has signed up licencees that 
run 60 Mickey's Corner concessions 

and 20 manufacturing operations. 
But Disney has also re-encountered 
fakes and plans in the next few 
months to test the authorities’ 
pledge to protect intellectual pro- 
perty rights. 
“We have identified the in- 
fringers and will go to court,” 
says Ponnie Liu, area director 
for Pan-China. She says au- 
thorities have contained 
counterfeiting somewhat in 

Peking and Shanghai, but 

the problem intensifies as 

one moves farther from 

these centres. “We will 
continue to bring actions, but 
we don’t want them to be futile,” Liu 
says. 

The legal front is only one area in 
which Disney is raising its profile in Asia. 
Marketing efforts like Walt Disney’s 
World on Ice, an ice-skating revue, will 
debut in China next year. Disney is also 
planning other shows for the region. 

It says it currently has no plans for a 
theme park in China, but Feenie admits 
the company is closely monitoring 
Asian tourism trends. And Disney is 
probing the television market, where 
greater penetration would stimulate 
consumer products sales. The firm has 
also teamed up with a Taiwanese record 
company to distribute music products in 
China. 

There's hard work ahead. “You can't 
just say that Asia has the money, so bank 
it,” Feenie says. m | 
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Nestle Puts Down Roots 








Few companies take the maxim 
about putting down roots as li- 
terally as Nestle: the Swiss- 
based food giant has sent a pair 
of agronomists to encourage 
coffee cultivation among the Dai 
tribe in the mountainous south- 
ern Chinese province of Yunnan. 

The experiment is a new one and pro- 
duction is just reaching commercial le- 
vels. But this year the Swiss-based food 
giant expects to buy about 10,000 tonnes 
of coffee from these new cash-crop farm- 


ers. That is but a drop in the global cof-. 


fee pot but will translate into a signifi- 
cant slug of money for farmers who have 
largely been outside the cash economy. 

Coffee in the south and cows in the 
north: on the other edge of China, in the 
far northern province of Heilongjiang, 
Nestle has jump-started a dairy indus- 
try. Nestle stared collecting milk from 
local farmers in 1990. Currently, about 
6,000 of them provide milk for the com- 
pany. Average herd size: 1.2 cows. "One 
farmer has 8 cows, but he's an excep- 
tion,” says Lim Khing Fong, managing 
director of Nestle China. 

The development of local sources of 
coffee and milk, Nestle's two principal 
products, exemplifies Nestle's approach 
to integrating itself into the local 
economy and repeats a pattern that has 
led to success throughout the world. As 
a result of its high profile around Asia, 
Nestle stands at No. 7 in overall leader- 
ship on the multinational list of the 
REVIEW 200 survey. And it takes the No. 
8 spot in high-quality products. 

In Thailand, India and Indonesia, 
Nestle has developed indigenous dairy 
industries while in Malaysia it is encour- 
aging coffee cultivation. Getting farmers 
on its side is also good economic sense: 
new supplies of coffee and milk dampen 
price pressures on raw materials. 

This methodical grass-roots approach 
to developing raw materials is comple- 
mented by a willingness to invest hea- 
vily in manufacturing and marketing. 

Prominent among the investments are 
six new plants being built throughout 
Asean in an ambitious US$100 million 
programme designed to take advantage 
of a tariff-reduction scheme. 

Growth likely will remain strong be- 
cause of significant new investments 
across the region. Total investments dur- 
ing the first half of the 1990s in Asia 
should total at least US$600 million. Nes- 
tle operates in virtually every country in 


By Mark Clifford 
Asia except North Korea and Vietnam. 
ut even here there is change. Nes- 
B tle has negotiated with the Viet- 
namese authorities for the past 
three years about re-entering the country 
and small amounts of Nestle products 
are imported. One sticking point is the 
fate of a milk-products factory that had 
been built in South Vietnam just before 
the 1975 communist takeover and was 
subsequently expropriated. 
Nestle has also explored the possi- 


bility of investing in North Korea, most 
likely in the Tumen River Delta free eco- 
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nomic zone, but management is waiting 
for some clearer signals from Pyongyang 
before it takes the investment plunge. 

A consensus-oriented management 
style and a strong commitment to pro- 
ducts underpins Nestle's strategy. "Very 
few individuals stand out,” says Joseph 
Champagne, managing partner of Hong- 
kong’s Technomic Consultants. “They 
have long-range programmes and once 
they decide something they stick with it. 
They will fight like hell to win market 
share and to keep it. Some of their com- 
petitors don’t have the courage or the 
deep pockets.” 

Nestle has been building its business 
one cow and one consumer at a time 
since 1866. But its experience of growing 
its operations is being put to one of its 
biggest tests ever in China. Nestle hopes 
to sell what Lim calls “affordable luxu- 
ries” like ice cream to a target audience 
of 300-400 million up-and-coming con- 
sumers in the country’s big cities. 

Nestle made a big plunge into China 
in 1992, when it paid US$160 million to 
buy the local Dairy Farm trademark as 
well as a 51% share of Dairy Farm’s 
manufacturing operations in Hongkong 
and southern China. Each day now, Nes- 
tle Dairy Farm offers tastes of sweets, in- 
stant coffee and a variety of other pro- 
ducts to more than 10,000 consumers 
throughout China. 

Nestle figures that it can sustain aver- 
age sales growth of 20% per year in 
China and hit SFr 1 billion (US$680 mil- 
lion) in revenues by 2000. To support 
that expansion, Nestle has budgeted 
Rmb 1.5 billion (US$260 million) for in- 
vestments in China for the next three 
years. 

Although Nestle is well-known in 
many markets, in China it is just another 
of the gaggle of companies trying to get 
its name known. It is trying to win brand 
recognition through broad-brush mar- 
keting programmes, such as sponsoring 
television talent searches and painting 
competitions. Students in Canton's class- 
rooms use Nestle-provided materials on 
the importance of a good diet and the 
need to brush and floss teeth. 

Nestle is certainly no stranger to Asia, 
which contributed about US$4 billion in 
revenue in 1992. Japan alone accounted 
for about one-third of sales in Asia (SFr 
2.3 billion). Nestle also has a strong posi- 
tion in Malaysia, where its affiliate is ex- 
pected to post sales of at least M$1.3 bil- 
lion (US$510 million) this year. L 
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Going Back to Basics 








By Jacqueline Rees and Michael Westlake 


series of simple tenets lie behind 
Ae: extraordinary recovery of 

Australian retail giant Wool- 
worths over the past six years. 

From a disastrous 86% drop in 1987 
net profit to A$9.3 million (US$6.3 mil- 
lion), the company made an A$171 mil- 
lion profit in the year ended last June 
and is expecting net profit this fiscal year 
of A$188 million. 

“In a nutshell, they did it by simply 
going back to the basics of retailing,” 
says Eric Craig, assistant editor of 
Foodweek magazine. “Keeping the shelves 
full, the fresh food fresh, the shops clean, 
the staff happy, the queues short and the 
products those the customer wants. 
Woolworths have done the simple things 
more thoroughly and effectively than 
their competitors.” 

REVIEW 200 respondents in Australia 
seem to agree. They ranked Woolworths 
No. 1 in overall leadership and in re- 
sponding innovatively to customer 
needs. It also ranks highly in other sur- 
vey categories. 

Woolworths is Australia’s largest 
food retailer. Counting its general mer- 
chandise and speciality retail groups, it’s 
the country’s second-largest retailer, ac- 
counting for an estimated 10% of na- 
tional sales. 

The company’s revival is even more 
spectacular considering the economic 
environment: Australia’s retail industry 
has been in the throes of the worst reces- 
sion since World War II. 

Now Woolworths faces new chal- 
lenges. Chief executive officer Harry 
Watts, a key player in turning around 
Woolworths, died of a heart attack in 
early December. His successor, Reg 
Clairs, formerly manager of Woolworths’ 


operations in Queensland, is in the same 
mould as Watts. 

Clairs was part of the marketing cam- 
paign driven by Watts and Chairman 
Paul Simons that attracted Australian 
shoppers back to company supermarkets 
under the slogan, “Woolworths — the 
fresh-food people.” 

“The fresh-food campaign showed 
people Woolworths was not just a dry 
grocery store,” says Stan May of Leo 
Burnett Connaghan & May, which hold 
the Woolworths supermarket advertising 
account. “The slogan said ‘Hey, we are 
more than a supermarket. We can pro- 
vide your total food needs and we'll do 
it with care and quality.” 

Fresh food wasn't the only thing, says 
May. "They made their stores more 
friendly, both by training staff to look 
after customers and by redoing the lay- 
out of their stores to make them more 
comfortable for customers," he says. 
"They developed a very people-centred 
management approach." 

Craig of Foodweek says this overall 
approach has made the difference for 
Woolworths. He says other Australian 
supermarkets may have slightly lower 
prices, but shoppers pay for the comfort 
and service of Woolworths. 

Woolworths' share of the grocery re- 
tailing market continues to rise. Wool- 
worths' share is now 31.1%, up from 
28.8% last year, according to Foodweek. 
Of its nearest competitors, Coles Myer 
has 22.6% and Franklins 15%. 

Andrew Thomas of the research 
group AGB Brandscan says the company 
succeeded in developing brand loyalty 
among Australian shoppers. He esti- 
mates the average weekly amount spent 
by Woolworths shoppers rose from 
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A$197.40 in 1990 to more than A$215 this 
year. 

"Woolworths is now consistently ex- 
tracting more cents in the dollar from 
each of its customers," he says. "Wool- 
worths' customers are walking out of the 
shops with bigger baskets. That has been 
a big achievement." 

Thomas says Woolworths has bene- 
fited from extending its shopping hours 
in states where stores are allowed to 
trade in the evenings. “This was another 
area where they quickly identified cus- 
tomer needs and jumped in,” he says. 

Woolworths served more than 400 
million customers last year and now 
employs 72,000 Australians, some 19,000 
of whom became shareholders when 
Woolworths was re-listed last July. The 
company had been delisted in 1989 fol- 
lowing a takeover by Industry Equity 
Ltd. This year’s A$2 billion-plus offering 
was the largest ever in Australia. 

Woolworths is now Australia’s lar- 
gest publicly listed company, with over 
300,000 shareholders. Craig says that 
will help its shops in more ways than 
one. 

“After all, if you own Woollies shares 
you are going to shop there and if you 
see an article on the floor you are going 
to pick it up,” he says. 

Woolworths’ 946 stores fall into three 
categories. The supermarket group ac- 
counts for 85% of total sales. While re- 
turning to old-fashioned customer ser- 
vice on the shop floor, the supermarkets 
have all been refurbished with up-to- 
date technology. 

Woolworths’ least successful sector is 
its speciality retail group, comprising a 
series of dress shops and electronics 
stores, which account for 3% of total 
company sales. The group’s profit fell 7% 
in the latest year, to A$14 million. 

Its general merchandise group com- 
prises 71 Woolworths variety stores and 
58 BIG W discount department stores. 
This group accounts for just over 12% of 
company sales. 

Analysts think Woolworths will put 
increasing emphasis on the BIG W stores. 
Using the marketing theme “BIG W — we 
sell for less," the stores seem to have 
based their strategy on the hugely suc- 
cessful Wal-Mart of the US. Sales have 
jumped from A$619 million in 1987 to 
A$1.2 billion in the latest year. 

If the BIG W story reads in a few years’ 
time as the supermarket story does now, 
it will, according to Craig, be due to "ex- 
tremely good focus management. Iden- 
tify any problem and put a strategy in 
place to deal with it, analyse costs, me- 
thodically trim anything unnecessary, 
improve stock-control systems, vitalise 
staff training and insist on courtesy and 


service to customers. It is not a magic 
formula, just a tried and true one,” he 
Says. 


Qantas Airways 


Perhaps not surprisingly, Australia's 
major international airline, Qantas Air- 
ways, took top placings in the sections 
covering high quality services or pro- 
ducts and as the company others try to 
emulate. After all, it has been the most 
visible Australian company abroad for 
many years. 

Qantas has a near-perfect safety 
record and a strong reputation for relia- 
bility and a pleasant style of service. But 
its status as a government-owned corpo- 
ration has proved as much of a brake on 
its image and its profits as did the paral- 
lel circumstances of British Airways (BA) 
before privatisation. 

This latter marketing handicap shows 
in the survey’s placing of Qantas at 
fourth for overall leadership and fifth for 
innovation in responding to customers’ 
needs. 

Some of this may be in the process of 
disappearing, given BA’s acquisition of 
25% of Qantas in March 1993. But part of 
the continuing upheavals at Qantas are 
the result of a clash of corporate cultures 
following its forced merger with the gov- 
ernment-owned domestic carrier, Aus- 
tralian Airlines, in mid-1992. 

Qantas’ timetable for privatisation has 
been badly set back by recession, with 
the initial plan of late 1993 now pushed 
to early 1995 at the earliest. Business 
strategy has yet to be restated following 
the successive departures of the chair- 
man, managing director and chief finan- 
cial officer. 

Arguably, the turbulence is past and 
only a few problems, such as fleet ration- 
alisation, remain to be sorted out. But 
among those problems are differing 
unions, pay and terms of service and su- 
perannuation funds that still must be in- 
tegrated and that offer much potential 
for labour discord. Externally, there are 
also problems between Australia and the 
US over the level of access that should 
be granted to US airlines in the Japan- 
Australia travel market. 

Delaying privatisation may ultimately 
be a major benefit. Private-sector Ansett 
may have a slight edge in the domestic 
market, but that market is suffering from 
recession and price-conscious customers. 
And in the international arena, Ansett 
has yet to build up a critical mass of 
routes and market presence outside Aus- 
tralia to be able to challenge Qantas con- 
vincingly. With many airlines predicting 
a slight business upturn in late 1994 or 
early 1995, the extra time may be just 
what Qantas needs to sort itself out. w 
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M3l^3u/OS X31v 











Hongkong. 


Money in the Bank 





By Mark Clifford 


s China goes, so goes Hongkong. 
Aci resumption of sover- 

eignty over the colony in 1997 
only serves to focus Hongkong execu- 
tives on the need to make their compa- 
nies more Chinese. 

As a result, corporate promotions are 
putting more Chinese faces at higher 
levels of the management ladder, even 
among the most British of the colony’s 
companies. At the same time, virtually 
every company is building stronger busi- 
ness links with the mainland. And all are 
trying to cope with chronic inflation. 

Strengthening ties with China is sim- 
ply common sense for most Hongkong 
businesses, whose home territory has a 
population of only 6 million. But until 
recently, Chinese restrictions largely ex- 
cluded foreign involvement. The dream 
of the China market is fast becoming a 
reality, as China moves to allow greater 
foreign participation in everything from 
property development to retailing. 

That presents a special challenge for 
Hongkong Bank, voted No. 1 in the 
REVIEW 200 survey. The bank and its sub- 
sidiary, Hang Seng Bank, dominate the 
colony’s banking system, with an esti- 
mated 30-40% of the total deposits. 
Hongkong Bank issues 87% of the 
colony’s banknotes. 

Bank executives are anxious to ex- 
pand their presence in China, where the 
bank started operations in 1865. But the 
prohibition on foreign banks taking de- 
posits or making loans in renminbi is a 
major barrier for Hongkong Bank's five 
branches and four offices there. 

“We are competing on an uneven 
playing field," says Hongkong Bank 
executive director Paul Selway-Swift, 
who runs the bank's Hongkong and 
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China operations. ^I anticipate that the 
playing field will become increasingly 
even and that foreign banks will be given 
access to more branches, and eventually 
to domestic currency. But that is a few 
years away." Meanwhile, Hongkong 
Bank faces stiff competition on its home 
turf from the aggressive Bank of China 
group, which will start issuing banknotes 
in May. 

One of the most notable firms to step 
up its Chinese presence recently has been 
the Swire group, one of the original Brit- 
ish hongs. It has been in the China trade 
since it started buying tea and silk more 
than a century ago. 

In November Swire re-opened its 
Shanghai office, which was closed 
shortly after the 1949 revolution, and an- 
nounced that it would invest in a con- 
tainer terminal in Shekou, just over the 
border from Hongkong. These moves 
follow investments in Coca-Cola bottling 
plants and other industrial ventures in 
recent years. 

"The strategy is to build a substantial 
business in China again by the end of the 
decade," says Swire chairman Peter 
Sutch. “After all, it’s where we started." 

Swire is also looking at the possibility 
of property development in China, but 
with prices looking “frothy,” Sutch says 
that there is no rush to put down a real- 
estate stake on the mainland. “We have 
no firm plans [but] I would be surprised 
if in the next couple of years we did not 
find our way into a development in, say, 
Shanghai.” 

Companies that cannot yet do busi- 
ness are trying to buy goodwill. China 
prohibits foreign equity in its telecom- 
munications system. But Hongkong 
Telecom, the local telephone monopoly, 
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has for years donated used analogue 
switching systems to China as it up- 
graded to digital lines in Hongkong. 
Hongkong Telecom's engineers have in- 
stalled those lines in China for free. 

Those donations and a training pro- 
gramme for Chinese engineers build 
links with authorities in a market that 
holds the best prospects for long-term 
growth. A friendly 20% holding by the 
Hongkong arm of China International 
Trust & Investment Corp., CITIC Pacific, 
also helps bolster ties. 

The appeal of China is obvious. Even 
though economic growth has been a 
stop-start affair, southern China, at least, 
has turned in the world’s fastest growth 
rate in the past decade. Given traditional 
business ties, and often ethnic links, there 
is nowhere better to invest. 


any of the colony’s leading com- 

panies have struck deals with 

mainland companies in recent 
years. CITIC Pacific owns a stake in Ca- 
thay Pacific and the two firms control 
Dragonair, the Hongkong-based airline 
that has the most extensive service to 
China among foreign carriers. 

Even the utility sector, which in much 
of the world grows more slowly than the 
overall economy, is buoyant in Hong- 
kong, thanks to the fever of economic 
activity across the border. China Light 
& Power is an investor in the Daya Bay 
power station, which is China’s first com- 
mercial nuclear power plant. And Hong- 
kong & China Gas is expected to start 
selling across the border soon. 

The relatively few forays further 
afield have not always been happy ones. 
Hutchison Whampoa, part of a stable of 
companies controlled by billionaire Li 
Ka-shing, has suffered setbacks in its two 
major overseas investments: a petroleum 
company in Canada and telecommuni- 
cations ventures in Britain. 

The exception to the China-Hong- 
kong focus is Hongkong Bank, which is 
emerging as one of Asia’s few global 
multinationals outside Japan. Although 
the bank has wrestled with some loan 
problems abroad, its acquisition of Brit- 
ain’s Midland Bank now looks shrewd. 

Every business in Hongkong has to 
contend with annual inflation of close to 
10%. Continued price escalation is both a 
threat to individual businesses and a 
danger to Hongkong’s role as a regional 
hub. “I’m really worried about how effi- 
cient Hongkong is going to be as a busi- 
ness centre,” says Hongkong Bank's 
Selway-Swift. "The costs of doing busi- 
ness in Hongkong . . . have got to be 
contained." 

Manufacturers have long moved 
across the border to take advantage of 


cheaper labour. Now the service sector, 
too, is looking to China for relief from a 
tight labour market where even higher 
wages cannot buy skilled employees. 
"Our biggest battle in recent years has 
been finding the right people in the right 
quantity," says Selway-Swift. 

This past year saw Hongkong Bank 
turn to the mainland to hire tellers. Al- 
most 200 of the bank's 4,000 tellers are 
from China. Some of the bank's data- 
processing activities are likely to be 
moved to China by the end of 1994. It's 
not alone. Directory enquiries at Hong- 
kong Telecom are often answered by op- 
erators in Shenzhen. Cathay Pacific has 
moved back-office operations to China 
and Australia. 

Although Hongkong is a high-cost 
place to do business, some companies are 
reaping immense profits from the recent 
run-up in property prices. Some of the 
smartest companies in the territory have 
used this as a strategic advantage. Li Ka- 
shing has used Cheung Kong's large 
property bank to develop his chain of 
Watson's and Park’N Shop retailers. 

The Swire group's property arm gets 
high marks for its long-term approach to 
property development. Its three major 
retail complexes are located near some 
of the highest-density MTR (under- 
ground) stations in the colony. 

Most of Hongkong's leading compa- 
nies are large and occupy relatively pro- 
tected positions in the economy. Cheung 
Kong has a holding in one of Hong- 
kong's two electricity companies and is 
the largest container-terminal operator. 
The Swire group dominates airport-re- 
lated business, through its holdings in 
Cathay Pacific (which controls 30% of the 
landing slots at Hongkong's Kai Tak air- 
port), cargo handler HAECO, a caterer 
and ground-handling services. 

Likewise, the property sector is domi- 
nated by a handful of large, well-con- 
nected companies. In banking, an offi- 
cially sanctioned cartel sets interest rates. 

One exception to the rule that bigger 
is better is Giordano, which gets high 
marks as a company that others try to 
emulate. With its low profit margins and 
high turnover of its stylish unisex sports 
clothes, Giordano is leading a retailing 
revolution that is changing the face of 
Asian shopping. 

“I took the best in the world" from 
other retailers, says chairman Jimmy Lai, 
who says that his inexperience in retail- 
ing let him look at the business with an 
open mind. Lai is unruffled about in- 
creased competition and a rocky start in 
a China retail network. He believes in 
“trial and error and learning from mis- 
takes.” That is a luxury that his bigger 
competitors cannot afford. E 
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The range of Hindustan Lever brands. 


Cleaning Up 


t Hindustan Lever's head office 

in Bombay, general sales manager 

Rajendra Aneja calls up a map of 
Gujarat state on his computer screen. 

A keystroke brings up a rash of dots, 
locating Hindustan Lever's product dis- 
tributors. Another tap zooms the map on 
one corner of the state. Tap: and a grid of 
roadways lights up. Then Aneja keys 
another query and more dots appear in 
the blank spaces. These are sizeable vil- 
lages where the company has no dis- 
tributors in easy reach and sales are al- 
most non-existent. 

At a village in central India, a festival 
is under way. A Hindustan Lever van 
has bumped its way up the dirt road 
from the nearest highway. A crowd gath- 
ers around a video in the back of the 
van, which shows a little play about 
wrestling, a favourite village sport. Ram 
loses yet another bout to Syam. Later, 
when they are washing, Syam tells Ram 
he has to switch to modern techniques. 
Instead of washing himself with ordi- 
nary laundry soap, he should switch to a 
proper toilet soap like the Lifebuoy that 
Syam is using. Ram soon goes on a win- 
ning streak, thanks to Lifebuoy. 

Hindustan Lever knows more about 
the human geography of India than does 
the Indian Government. ^We have offi- 
cials tell us there is no road here, or this 
village is there," says Aneja. "But from 
our maps we know there is a road, and 
that the village is not where they think it 
is." Likewise, Hindustan Lever's adver- 
tising makes official information cam- 
paigns look outlandishly amateurish. 

From its sophisticated database in 
modern Bombay to its rural marketing 
teams intriguing an illiterate audience in 
the hinterland, Hindustan Lever exudes 
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a professionalism and flair that consis- 
tently ranks it as one of the most admired 
companies in India. Its products, adver- 
tising, management and corporate image 
now fit so easily into the Indian context 
that few people really think of it as a for- 
eign company, even though it is 51%- 
owned by the Anglo-Dutch soaps and 
chemicals giant Unilever. 

For Unilever operations elsewhere, 
Hindustan Lever's rural marketing is a 
model of how to tap emerging Third 
World consumerism: Aneja has just been 
to a Unilever conference in Hongkong to 
tell sales teams from Southeast Asia and 
China how it is done. 

Small wonder then, that in the REVIEW 
200 survey, Hindustan Lever was the 
overall winner and topped the rankings 
in three categories and came second in 
the other two. It ranked ahead of Indian 
blue-chip firms like the Tata group's Tata 
Iron & Steel and Tata Engineering & 
Locomotive, Aditya Birla's Grasim In- 
dustries, or ITC Industries, an offshoot 
of B.A.T Industries. Industrial engineers 
Larsen & Toubro, which wins orders in 
the Gulf and Southeast Asia, was ahead 
in the poll in quality of products. 
Videocon won in responding to con- 
sumer needs; the firm markets a range of 
affordable electronics products through 
well-stocked dealers. 

As any surfer knows, you have to be 
in the right place to catch a wave. 
Hindustan Lever's success is the result of 
intelligent positioning to get the best out 
of a changing business environment. 

Hindustan Lever's antennae were 
quick to pick up the first signs of a trend 
towards liberalisation in Indian economic 
policy. Susim Datta, who became 
Hindustan Lever's fifth Indian chairman 
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tO, says the company began re- 
ng strategy in 1984. "After Indira 
me. back to power [in 1980] 
was a distinctly different slant, 
fh became more pronounced when 
zandhi became prime minister" in 
j984, Datta says. 

ndustan Lever decided then it 
J| have to face intensifying competi- 
Quality had to be upgraded, not just 
e best in India but to world stand- 
$. Consumers, retailers and distribu- 
Is needed better service. And the com- 
pany had to cut costs, not just in produc- 
jon but through the whole corporate op- 
pration. When in mid-1991 Prime Min- 
ter P. V. Narasimha Rao unveiled 
Weeping reforms to integrate India with 
pbal markets, Hindustan Lever was al- 
ready getting set. "It meant we had a 
running start because we were already 
gearing up for these changes," the 57- 
year-old Datta says. 


S ince the Monopolies and Restric- 
tive Trade Practices Act was 
amended in 1991 to strip bureau- 
crats of their powers to limit mergers and 
productive capacity, Hindustan Lever 
has been consolidating activities to con- 
form with the act. Beverage and food 
companies Brooke Bond, Lipton and 
Ponds are being merged. Hindustan Le- 
ver is absorbing the Tata group's soap 
and detergent maker Tomco, lifting its 
market share to one third. Rivals are also 
doing the same. For example, Godrej 
Soaps has formed a joint venture with 
Procter and Gamble to attack the Indian 
market with a new range of personal and 
household products. 

Analysts are impressed by Hindustan 
Lever's preparations to meet the compe- 
tition. "These takeovers and mergers will 
immensely strengthen the group," says 
R. Balakrishnan, of Credit Rating Infor- 
mation Services of India. "They will be 
able to cut costs in a way that will be 
reflected in higher profits for years to 
come. They will be capable of sustaining 
price wars." 

Chairman Datta says Hindustan Le- 
ver is now close to meeting world stand- 
ards in its products and is "already 
there" in some kinds of packaging. As a 
result, Unilever is now sourcing its en- 
tire world output of premium-brand 
Pears soap from a new plant at 
Khamgaon outside Bombay. 

Distributors and retailers are better 
serviced by a delivery-on-time system 
that means they can cut the capital tied 
up in stocks. Internally, Hindustan Le- 


ployed to sales fell from 32% in 1987 to 
25.5% in 1992. But Hindustan Lever is 
most envied in marketing. For example: 





lu 


ver is leaner: the ratio of capital em- 


P Like most of the big players in the 
soap and detergent market, it was sur- 
prised by the success of an Indian new- 
comer called Nirma that captured the 
low-end of the market with cheap syn- 
thetic detergents. In 1987, Hindustan Le- 
ver decided to compete head-on and 
launched à brand called Wheels, with its 
own distribution chain, which broke 
even in its fourth year and now piggy- 
backs other products. 

P In 1985, it decided to revamp its 
toothpaste brand Close-Up, targeting it 
as the toothpaste of young people. From 
a stagnant 4% of the market, Close-Up 
has moved up to 17% while leader 
Colgate has dropped from 70% to 56% 

Hindustan Lever is pushing more so- 
phisticated products like shower gels 
and moisturising soap to India’s more 
worldly urban dwellers. At the same 
time, it is reaching out into India’s rural 
market. Despite steady urbanisation, the 
bulk of the population is there and de- 
mand for consumer products has been 
growing faster. 

But access is difficult. The 600 million 
rural population is split among 560,000 
villages, and trade among 2.3 million re- 
tailers. Only about 200 million of those 
600 million are reached by formal media. 
Only 43% of rural Indians can read, and 
only 45% can be reached by motorable 
roads. 

So far Hindustan Lever serves about 
3,000 distributors, who get through to 
some 700,000 retailers. Most of these are 
in the 60,000 or so villages with more 
than 2,000 people that house about 43% 
of the rural population. But it plans to 
reach out to tens of thousands more vil- 
lages in coming years. Sales chief Aneja 
forecasts that another 200 million people 
will come within the reach of formal 
media over the next five years, so con- 
ventional advertising will come more 
into play. But Hindustan Lever will still 
rely on a battery of direct-marketing 
techniques. 

It paints walls, for example. Instead 
of sponsoring major sports events, it pro- 
motes attractions at hundreds of local 
festivals all over India. And its video and 
sound vans tour the country, showing 
people how to use soaps, detergents and 
other products. The pioneer-advertiser, 
Says Aneja, has a better chance to estab- 
lish market leadership. 

Getting the message across to an illit- 
erate village requires ad men to throw 
away some of the rules they learn in the 
big cities. For example, an urban viewer 
will turn off a TV ad that lasts longer 
than 20 or 30 seconds. But ads for video 
vans in rural India have to be entertain- 
ment, so the minimum length is two 
minutes. Some run up to 17 minutes. uw 
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Ready for Competition 


By John McBeth 


erhaps the smartest thing the In- 
pP donesian Government did when it 

bought Tr subsidiary Indosat in 
December 1980 was to leave it alone. 

“Back then, state-owned companies 
had an image of inefficiency,” recalls 40- 
year-old president-director Tjahjono 
Soerjodibroto, whose youth is matched 
by most of his senior staff. "Because we 
had belonged to a private company we 
said we wanted to keep the way we did 
business." 

That way, the American way, seems 
to have worked for an enterprise ranked 
tops in overall leadership ahead of the 
blue-ribbon Astra Group, and fourth in 
quality of service and long-term vision 
behind Astra and mining grand-daddy 
Freeport Indonesia. 

With direct access to 50 countries 
through the Intelsat satellite system and 
six submarine cables, Indosat is building 
an Inmarsat ground station to improve 
maritime and mobile phone links. An 
Indosat calling card has just been 
launched. And the company is dishing 
out bridging funds and technical advice 
to hotels interested in installing interna- 
tional direct-dial phones in every room. 

Indosat has had things pretty much 
its own way as the country's sole inter- 
national communications operator for 
the past 25 years. But while it can't be 
accused of growing fat and lazy, its real 
test begins in mid-1994 with the emer- 
gence of a full-blown competitor. Up to 
now, Indosat's motto has been "Success 
Through Teamwork." Next year, execu- 
tives have coined a new phase to galva- 
nise employees: "We Care More." 

The competition comes from Satelit 
Palapa Indonesia (Satelindo), a joint ven- 
ture between state-owned domestic 


carrier Telkom and Bimagraha Tele- 
komindo, a private venture involving 
presidential son Bambang Trihatmodjo. 
Now building its own gateway and 
ground station, Satelindo will share the 
use of Intelsat and undersea cables. It will 
also take over operation of Indonesia's 
new-generation Palapa C satellites, the 
first of which will be launched in 1995. 

Dressed in blue and white sweat gear, 
Indosat staffers seemed to be getting in 
shape for the test one recent morning 
with exercises on the sun-lit forecourt of 
the company's headquarters. Upstairs, a 
trim Soerjodibroto was discussing his 
strategy to counter Satelindo's impend- 
ing challenge. ^We stress strongly to our 
employees that we should have disci- 
pline, we should be clean — so we don't 
receive any kickbacks — and we should 
be professional," he says. 

Because the tariffs are set, Indosat is 
banking on customer satisfaction to give 
it the edge. Two of its so-called "basic 
missions" are service and image, the lat- 
ter burnished by a band of energetic exe- 
cutives, many with a background in top 
multinationals. The third main objective, 
naturally enough, is pleasing the share- 
holder, the government. It seems to be 
succeeding. Last year, return-on-assets 
was 34.5%, return-on-equity 45.2% and 
net profit margins 37.6%. 

Indosat already operates gateways in 
Jakarta, Medan and the Batam Island in- 
dustrial zone and next year plans to 
bring Surabaya on stream to cover east- 
ern Indonesia. In the future, Soer- 
jodibroto sees the prospect of a fifth 
gateway on Biak Island off Irian Jaya's 
northern coast, where the government 
plans to convert the wartime Japanese 
airstrip into a major tourist destination. 
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prise of no-one, Astra In- 
and its two vehicle-assembly 
es, Japanese-run Toyota Astra 
T and United Tractors, appear in 
but one of the REVIEW 200 categories. 
Analysts say the group's major strengths 
are its partnership with the likes of 
Toyota, Daihatsu, Isuzu, Honda and 
Komatsu, a top-flight management team 
and its commitment to Indonesia. 

With the change in ownership pre- 
cipitated by last year's Bank Summa de- 
bacle, Astra has become the first major 
Indonesian public company not to be ef- 
fectively controlled by a family group. 
Executives agree the new ownership 
Structure has pluses and minuses, but it 
doesn't appear to have affected perform- 
ance: Astra's locally assembled cars still 
claim a 53-54% share of the overall mar- 
ket, while Honda accounts for 55% of 
motorcycle sales. 

Executives talk of building what they 
call "competitive power" by churning 
profits back into value-added processes. 
Although Astra-assembled cars are 40% 
local content or lower, the use of 
Krakatau mild steel and local engineer- 
ing means some of the components be- 
ing supplied to Japan are considerably 
higher. "By doing that, we invest in pro- 
duction systems —— engineering, manu- 
facturing, design capabilities," says 
senior executive vice-president Benny 
Subianto. “From that, hopefully one day 
we can do research and development to 
build a new product.” 

Astra International president 
Theodore Rachmat says Astra is going in 
the direction of South Korea's Kia Mo- 
tors. “We realise it will take some time,” 
he says. "But we have the wind with us 
because the costs in Japan are becoming 
higher and higher so more and more 
technology and production is being 
given to other countries. In the future, 
one partícular model will only be pro- 
duced in one of those countries." 


Freeport indonesia 


Copper miner Freeport Indonesia’s 
high marks for long-term vision can be 
traced back to 1967, when parent com- 
pany Freeport-McMoran became the first 
major foreign investor under the new 
government of President Suharto. By 

















gambling on the provisional findings of 
a Dutch geologist 30 years before, 
Freeport today still only seems to be 
scratching the surface of major copper 
and gold deposits in the remote reaches 
of Irian Java's Jayawijaya range. 

The company's initial US$175 million 
investment has now climbed to US$2 bil- 
lion. And after signing a new 50-year 
contract with the government in late 
1991, it has earmarked another US$1 bil- 
lion for future development. Says 
Freeport-McMoran Pacific president and 
chief executive officer Louis ("I'm no 
relation") Clinton: "We have come to 
realise that Irian Jaya is one of the best 
mineral districts in the world." 

Freeport recently entered into a joint 
venture with Metallgesellschaft AG of 
Germany and Nippon Mining of Japan 
to build the nation's first copper smelter, 
north of the east Java port city of 
Surabaya. It is also working in partner- 
ship with Indonesia's Alatief Corp. in the 
construction of a new US$500 million 
city 80 kilometres south of its Erisberg 
and Grasberg mines on Irian Jaya’s 
steamy southern coast. 

“We make decisions on a long-term 
horizon,” Clinton says. “We're looking 
five to 10 years to 20 years as opposed to 
next year. We're making decisions today 
which will keep us in step well into the 
21st century." Apart from a string of 
holdings Freeport has sold in Australia 
and the US to concentrate its resources 
on the Indonesian operation, Clinton 
points to the new city and the company's 
dealings with both local residents and 
the private sector as examples of its com- 
mitment. 


Gudang Garam 


Cigarette maker Gudang Garam 
ranks high in three categories because of 
its progress since pioneering the filtering 
and modern packaging of kretek ciga- 
rettes. Analysts say it has doubled pro- 
duction in the past 10 years, while main- 
taining its 40,000-strong workforce at the 
same level and keeping prices below that 
of even hand-made kreteks. It also ap- 
pears to have excellent staff relations — 
a tone set by founder Tjoa Ing Hwie, 
whose death in 1985 had his employees 
in tears. 

Gudung Garam's cigarette-manufac- 
turing complex at Kediri in West Java is 
one of the biggest in the world. The com- 
pany, six of whose owners were among 
the top 10 taxpayers in 1991, is now di- 
versifying into cigarette papers and land 
transportation to support its primary 
business. "No matter what you think 
about smoking," says one analyst, 
“Gudang Garam is a well-run com- 
pany." L| 
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Sony chairman Akio Morita. 

















Producing Value for Money 





By Jonathan Friedland and Charles Smith 


j apanese corporations have walked 


a continuous line of change since 

emerging from the post-war rubble. 
If you had asked businessmen in Japan 
what their strength was in 1960, the an- 
swer likely would have been cheap la- 
bour and good organisation. 

That was quickly replaced in the 
1970s by a reputation for manufacturing 
efficiency and a sensitivity to the needs 
of customers. During that decade, Ja- 
panese car manufacturers and electron- 
ics makers stepped up their march to 
worldwide dominance. In the 1980s, the 
ranks of Japanese companies setting the 
global pace swelled to include not only 
the makers of Celicas and Walkmans, but 
banks, brokerages and real-estate devel- 
opers as well. 

In the 1990s, the recipe for success will 
be one of technological innovation, intel- 
ligent strategic opportunism and finan- 
cial conservatism. The get-rich-quick suc- 
cess stories of the 1980s are today re- 
trenching, if they are even still around. 
Manufacturers were bludgeoned by their 
own misreading of domestic and global 
demand and are pinioned by the high 
yen. Yet the makers of things loom larg- 
est among the companies REVIEW 200 re- 
spondents expect to fare the best in the 
coming years. 

There is good reason for this. Despite 
the woes brought on by overcapacity, the 
high yen and vast white-collar overstaff- 
ing, many top Japanese manufacturers 
remain second to none in their ability to 
produce value for money. 

Sony, which ranks high in almost 
every category, is a good case in point. 
Many analysts now view Sony as the 
world’s largest entertainment company 
as a result of its purchase of CBS Records 
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in 1988 and Columbia Pictures a year 
later. But the core of Sony's success re- 
mains its ability to produce ever-im- 
proved home-entertainment hardware at 
an affordable cost to consumers. While 
its forays into the world of software may 
provide the key to the future, they're 
serving more to drag down overall profit 
margins in the meantime. 

^We are facing big problems, but I 
remain on the optimistic side," Sony 
chairman Akio Morita told the REVIEW 
last year. Sony, he contends, has the 
pieces in hand to play an important role 
in putting together the multimedia puz- 
zle that's become the holy-grail of the 
1990s. Indeed, points out Robert 
Burmeister, director of Stanford Univer- 
sity's US-Japan Technology Centre, Sony 
is vertically integrated to the greatest 
possible extent, making everything from 
the semiconductors that instruct a mini- 
disc player to the movies that will one 
day run on them. 

While it's the former, not the latter, 
that is providing most of Sony's cash 
flow nowadays, the conventional wis- 
dom remains that Sony was smart to be 
first out of the gate in making its play for 
a Hollywood studio. That's borne out by 
the fight between Viacom and Qvc for 
Paramount Pictures, now under way and 
at a considerably higher price than Sony 
paid four years ago for Columbia. 

"Sony was nowhere 25 years ago," 
points out Koji Hase, a senior executive 
at Toshiba. “They acquired the knowl- 
edge that innovation is important and 
made that the basis of their success. 
They've also developed a taste for soft- 
ware and in doing so have left Hitachi, 
Toshiba, Mitsubishi and all the other 
companies scratching their heads and 
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trying to figure out what went wrong." 

Another. company that wins high 
marks. all around in the REVIEW's survey 
is Nintendo, like Sony another exclu- 
sively. post-war phenomenon and one 
governed by a handful of dominant per- 
sonalities. Hiroshi Yamauchi effectively 
utilised his family-owned playing-card 
company to create a new USS8 billion 
annual sales industry and — until re- 
cently — to set the rules under which its 
business relations were governed. 

In doing so, Nintendo has made Su- 
per Mario a worldwide name, second 
only to Mickey Mouse, and has given 
children a whole new set of skills — or 
bad habits, depending on how you look 
at it. It has also made a tonne of money 
for its shareholders; in 1992, for instance, 
its after-tax profits exceeded the amount 
made by all of the top Hollywood movie 
studios combined. 


nalysts view Nintendo as a little 
A bit bowed nowadays. It has 

gotten lots of bad press for the 
hardball it plays with the software writ- 
ers that give the Super Famicom and 
Game Boy their thrills and spills and the 
retailers that sell them. It has also been 
aced in the short term by arch-rival Sega, 
which exploited its lack of a ready new- 
generation machine to steal away mar- 
ket share. 

“The empire is in danger of collaps- 
ing,” points out one competitor. “The 
clones are appearing, they lived off their 
8-bit machine too long and they’ ve upset 
a lot of people.” 

Still, Nintendo is a young company, 
with a staff that worked hard to invent a 
whole new way of playing games. 
REVIEW 200 respondents, who voted the 
firm more innovative than Sony, aren't 
counting it out because of a few bad 
quarters. Nintendo's new 64-bit machine, 
prepared in conjunction with the folks 
who brought you Terminator H and 
Jurassic Park, won't be along until 1995. 
But if history is any guide it's likely to be 
a stunner and one that will be peddled 
harder and more intelligently than any- 
thing else around. 

One other firm in the electronics sec- 
tor gets more than two mentions in the 
REVIEW 200 survey: office-automation su- 
premo Canon. Like Sony and Nintendo, 
it is facing a hiccup in sales, largely due 
to the rise of the yen and the concentra- 
tion of its manufacturing facilities in 
costly Japan. But like them as well, 
Canon has made a name for itself by be- 
ing the pace-setter in its field. 

Canon commands the world market 
in laser and bubble-jet printers, is the 
leader in colour copiers and has made a 
significant, though low key, move to cap- 


ture a large share of the world market in 
steppers, a key piece of equipment in 
semiconductor manufacturing. In each of 
these cases, Canon invented the core 
technology, but has worked with others 
— most notably Apple and Hewlett- 
Packard — to get them sold. 

New president Hajime Mitarai says 
Canon’s strength is its ability to develop 
new products using its own technology. 
"Our strength is integrating technology," 
he says. “There are lots of companies that 
have expertise in each field we are in, 
but we are the ones that create new mar- 
kets where there were none before." 

After two years of declining domestic 
car sales and an impressive comeback by 
the Big Three in the US, much of the 
glow has faded from Japan's once-un- 
beatable motor industry. But Toyota 
Motor still stands out for its fortress-like 
financial strength and its superbly coor- 
dinated production system. The com- 
pany had cash reserves of Y1 trillion 
(US$12.2 billion) in June 1993, making it 
Japan's wealthiest manufacturer by far. 

Toyota's massive share of the domes- 
tic passenger car market (42%) gives it 
the power to set prices and squeeze com- 
petitors' margins, especially important at 
a time of shrinking demand. Economies 
of scale are another strength. The com- 
pany rolled out 611,000 units of its top- 
selling Corolla saloon in 1992, against 
only 263,000 of the rival Nissan Sunny. 

Often criticised for its caution in shift- 
ing production outside Japan, Toyota 
now looks to have been prudent rather 
than tardy. The company was a late 
mover into Europe, but in the process 
avoided the huge losses competitors are 
now chalking up in some countries. Un- 
like some competitors, it should emerge 
stronger than ever from the recession. 

Honda Motor is a trickier prospect. 
The company's pioneering role as the 
first Japanese car maker to build cars in 
the US — and first to ship US-made cars 
to Japan — was evidence of a strategic 
brilliance and flair for timing that has 
certainly not deserted it. But a limited 
model range makes Honda far more vul- 
nerable to market ups and downs. 

Unlike some post-war upstarts, two 
older dynasties get high marks for their 
long-term vision. Mitsubishi Corp. and 
Mitsui & Co. and their many satellites 
remain a paradigm of plodding patience. 
If companies like Sony and Nintendo are 
the hare, Mitsubishi and Mitsui are very 
much the tortoise. 

They probably won't play a pivotal 
role in an exciting new technology or fos- 
ter the entrepreneurs of the future. 
Rather, these firms are solidly managed, 
wealthy in assets, and astute in picking 
their opportunities. " 
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Not Flash 





By Doug Tsuruoka 


t first glance, the REVIEW 200 list 
A reads like a Who's Who of Malay- 

sian business. But while some 
choices were predictable, there were also 
surprises. 

One key finding: “flashy” doesn't ne- 
cessarily translate into commercial pre- 
stige in Malaysia. Scores of local com- 
panies have embarked on aggressive ex- 
pansion in recent years — especially in 
unploughed areas like tourism and cel- 
lular communications. But REVIEW 200 
respondents chose companies with 
sound fundamentals, even if some aren't 
the most stellar performers on the Kuala 
Lumpur Stock Exchange. 

This was illustrated by the selection 
of the overall winner, Sime Darby. The 
former British-owned plantation com- 
pany turned jack-of-all-trades has sales 
of over M$7 billion (US$2.7 billion) 
annually. 

Sime also placed first in two other 
performance categories: long-term vision 
and as a company that others try to emu- 
late. It came in fifth among the top five 
cited for their high quality services and 
products. 

In Sime's case, the 83-year-old rubber- 
plantation giant was the first in Malaysia 
to become a well-diversified industrial 
player. With 30,000 employees world- 
wide and interests spanning Asia, Eu- 
rope, Africa and North America, it is 
Malaysia's first and foremost multi- 
national. 

Sime churns out everything from cars, 
tyres, bicycles, shoes, spring mattresses, 
palm oil, latex gloves and electronic 
products to heavy construction and 
petroleum equipment. It builds homes, 
shopping malls, oil-processing facilities 
and even provides hospital, trading, 





a lie 


insurance, travel and other services. All 
that’s in addition to being one of Malay- 
sia’s biggest plantation owners. 

Sime’s group revenue in the year 
ended last June rose 14% to M$7.04 bil- 
lion, on a better-than-expected 11% boost 
in pre-tax profits to M$840.8 million. 

Some analysts say Sime could have 
done better if it had been bolder in the 
face of a strong Malaysian economy. But 
Sime’s recurring strength in corporate 
leadership is also based on the fact that it 
can rise to a challenge. It recently ap- 
pointed a new group chief executive — 
Nik Mohamed Nik Yaacob — to freshen 
up its image. 

The aggressive, 44-year-old former 
chief of Sime’s Malaysia unit is con- 
sidered a key in helping to propel Ma- 
laysia’s most dignified conglomerate into 
the next century. He also minces no 
words about Sime’s unique leadership 
abilities. 

“We believe our greatest asset is our 
corporate culture,” he says. “Our man- 
agers and executives recognise their trus- 
tee role and approach business profes- 
sionally.” 

Why do others want to emulate Sime? 
“We believe in the professional approach 
in doing business and one of the ways 
we achieve this is by being systematic in 
the way we manage the business,” he 
replies. : 

Nik Mohamed also has big plans for 
Sime, especially in the promising field of 
infrastructure development. "With the 
strong growth of the economies of Ma- 
laysia and other East Asian countries, 
there will be an ongoing need for 
development of infrastructure," he notes. 
“In this context, both our heavy-equip- 
ment trading business . . . and our heavy- 
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engineering business . . . will have good 
growth potential." 

He also promises that Sime will con- 
tinue to expand its trading operations in 
China through its Hongkong unit, and 
will look for ways to increase its invest- 
ments in the country. 

< But beyond Nik Mohamed, Sime's 
Success shows that respondents gener- 
ally favour firms that have proved their 
mettle. This may be stating the obvious. 
But in an age that glorifies risk-taking 
and fast returns, Malaysian respondents 
instead prefer companies that have sur- 
vived the test of time. 

This can also be seen in the case of 
Malaysia Airlines (Mas), the nation’s 
privatised flag carrier. Mas — which 
traces its origins back to 1937 — placed 
first in high-quality services and pro- 
ducts. Malaysia’s largest media group — 
the New Straits Times — placed second 
in the category, followed by the state- 
owned oil company Petronas and Eon, 
the national distributor of the Proton na- 


tional car. 
M due to intense industry competi- 
tion and the costs of a new 
equipment programme. But these things 
haven't dimmed the inflight services pro- 
vided by its cabin crews. Indeed, its First 
Class service is so good that it was re- 
cently rated the best out of 31 world air- 
lines by a London-based inflight research 
group. 

“We've been working hard through 
our Destination Service Excellence pro- 
gramme to ensure that we provide the 
highest-quality service for our cus- 
tomers,” says Mas managing director 
Datuk Kamaruddin Ahmad. 

Malaysia’s wealthiest and most pro- 
fitable corporation, Petronas, scored re- 
peatedly in the Review 200 survey. Its 
biggest earner is crude oil, which contri- 
buted M$6.78 billion to its overall rev- 
enue of M$16.93 billion in the year ended 
last March. What's more, the 19-year-old 
company expects its annual revenue to 
double to M$35 billion by 1997. 

Petronas also has the distinction of 
being one of Malaysia’s best-run corpo- 
rations, This is because the importance 
of developing Malaysia’s huge oil and 
gas reserves has made it a crucible for 
the transfer of technology and other skills 
from Western oil companies eager for 
lucrative tie-ups with Malaysia’s govern- 
ment. This goes a long way in explaining 
why the company ranks fifth in overall 
leadership and scores highly in other 
categories. 

Genting, Malaysia’s oldest diversified 
gaming empire, placed second in overall 

leadership, third in long-term vision and 


as’ earnings have been lacklustre 


fourth in financial soundness. 

Legal gambling — in the form of 
casinos and horse-track lotteries — has 
always been lucrative in Malaysia. And 
Genting is one of a handful of companies 
with government licences to offer gam- 
bling activities. 

Genting, which runs Malaysia's well- 
known Genting Highlands resort north 
of Kuala Lumpur, also pioneered in ex- 
ploring overseas gaming ventures in the 
US, China and the Philippines. 

Another achiever is Uniphone, Ma- 
laysia's biggest maker of telephone 
equipment. It made its mark by tailoring 
its products and services to Malaysia's 
fast-changing telecommunications busi- 
ness. It made the jump from assembling 
basic telephone handsets to the manu- 
facture of more sophisticated telecom- 
munications equipment for homes and 
offices. This has given Uniphone an up- 
beat image among consumers. Indeed, 
REviEW 200 survey respondents voted it 
No. 1 in responding innovatively to cus- 
tomer needs. 

Maybank, or Malayan Banking, 
dominates the local banking scene. It’s a 
full-service bank with one of the most 
extensive networks of automated teller 
machines in the country. It’s also Malay- 
sia's largest commercial bank in terms of 
assets, deposits and size of shareholders 
funds. As of last June, Maybank's total 
assets stood at M$38.8 billion. 

That's why Maybank placed No. 1 in 
the financial-soundness category. It also 
ranked second as the company that 
others try to emulate. Part of this is be- 
cause it is one of the few Malaysian 
banks that is making overseas forays. It 
already has set up representative offices 
in Peking and Cambodia and is explor- 
ing banking ventures in Indonesia and 
other countries. 

The Rashid Hussain Berhad (RHB) 
financial group — led by London-trained 
financial specialist Abdul Rashid 
Hussain — placed fourth on the list of 
companies that others try to emulate. RHB 
owns one of Malaysia's largest broker- 
ages, Rashid Hussain Securities. It also 
controls Development & Commercial, a 
mid-sized commercial bank; a merchant 
bank, asset-management facilities and 
other financial services. 

But this range of operations would 
mean nothing without a stress on profes- 
sionalism, client-oriented services, top 
economic research and innovative prod- 
ucts. The company is a young one; it was 
founded as a small financial-services and 
stockbroking firm in 1987-88. RHB’s chair- 
man, Rashid Hussain, sees another in- 
gredient in the group's success: “RHB 
puts a high premium on integrity in its 
dealings." L| 
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By Rigoberto Tiglao 


hen the Philippines produces its 
W first transnational company, it's 

likely to be San Miguel Corp., 
the country's largest non-energy com- 
pany. 

San Miguel dominates the REVIEW 200 
Philippines list, taking the top position 
overall and winning the No. 1 spot for 
high-quality products and as a company 
that others want to emulate. It also scores 
highly in the other survey categories. 

Since 1986, San Miguel has set its 
sights on becoming a world-class food 
and beverage multinational, moving 
away from its long dependence on its 
domestic beer business. 

That, at least, has been chairman 
Andres Soriano I's priority. And the 
company is certainly making progress. 
President Francisco Eizmendi says beer 
sales accounted for about 60% of rev- 
enues in 1992, far below the 90%-plus 
levels of the 1970s. 

The company’s strategic plan aims to 
increase international sales from the 
present 15% of revenues to 20% by 2000. 
“While the increase appears minimal, it 
will actually entail a lot of work, as our 
domestic businesses are also expected to 
grow rapidly in the coming years as the 
economy grows,” says Eizmendi. 

Major corporate moves in the past 
three years reflect San Miguel's thrust. 
The latest was the October sale of 5096 of 
subsidiary Magnolia Corp. to Nestle SA, 
apparently the firm's corporate model in 
its ambition to become a food multina- 
tional. “It’s a strategic partnership, 
through which we'd learn the necessary 
technology," explains Eizmendi. Another 
strategic partner is Japan's Yamamura 
Corp. The two set up a joint venture in 
1991 for glass manufacturing, an indus- 


try crucial for an aspiring food and bev- 
erage multinational. 

San Miguel has spread its reach over- 
seas in recent years. It acquired a 70% 
stake in a brewery in Canton, China; it 
set up San Miguel Brewing International 
to oversee its foreign beer business; it es- 
tablished a joint venture with Campofrio 
of Spain to make processed meats; it 
started an ice-cream producing opera- 
tion in Guam; and it bought a 49% stake 
in P. T. Delta Djakarta, Indonesia's sec- 
ond largest brewery. 

The international push would be the 
third milestone in San Miguel's corpo- 
rate history. The first was in 1973, when 
Soriano's father brought in foreign man- 
agement experts to overhaul what was 
then a family-run company. “The objec- 
tive,” according to Eizmendi, “was to 
move the company from an autocratic 
mode toward more collegial discussion 
and decision-making." 

Eizmendi, age 58, owes his own post 
to the change in the company's manage- 
ment style, and typifies the San Miguel 
manager. He rose from the ranks, start- 
ing as a laboratory engineer in a quality- 
control unit. 

A second watershed came in 1982, 
when the company launched its decen- 
tralisation strategy to give division man- 
agers more authority to develop their 
products and markets. “In the past, it 
was the chairman who even decided on 
the ice-cream flavour of the month,” re- 
calls San Miguel official Bert Pasquin. 
“Now, AS III [Andres Soriano III] is not 
even informed what it will be." 

San Miguel's performance highlights 
a common feature of most-admired Phi- 
lippine firms: they have been resilient 
through the country's economic crisis 
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and quick to exploit opportunities. 

Ayala Corp., No. 2 in overall leader- 
ship, spun off all its property operations 
in 1989 into Ayala Land. The unit was 
quick to see growth centres emerging 
and led the development of Cebu. 

Ayala was also swift in seeing oppor- 
tunities in telecommunications. Its Globe 
Telecom subsidiary took as a partner Sin- 
gapore Telecony they're poised to chal- 
lenge the monopoly of the giant Philip- 
pine Long Distance Telephone Co. 

Two Ayala subsidiaries scored highly 
in the REVIEW 200 survey. Bank of the 
Philippine Islands is the country's sec- 
ond largest bank. And Pure Foods is the 
Philippines' largest meat and poultry 
processor. 


Jollibee Foods 


In a country that's so Americanised, 
it would be a cinch for McDonald's, Ken- 
tucky Fried Chicken and Wendy's to 
make a killing in the Philippines, right? 

Wrong. 

A local company run by young Fili- 
pino Chinese, Jollibee Foods, has been 
trouncing its rivals, mostly franchises of 
American companies. What's more, re- 
spondents to the REVIEW 200 survey give 
the company high marks: it ranks No. 4 
in overall leadership and No. 1 in re- 
sponding to customer needs. 

Not bad for a company that was 
merely an ice-cream parlour in 1978, run 
by three brothers straight out of college. 
Led by the eldest Tony Tan Caktiong, 
now 40, the brothers transformed the 
mom-and-pop operation into an aggres- 
sive service-industry company. A chemi- 
cal engineer by training, Caktiong, ad- 
mitting that he knew little of the corpo- 
rate world, pirated professionals from 
established firms. He hired marketing 
managers from Procter & Gamble and 
PepsiCo, a finance man from a subsidi- 
ary of National Semiconductor, and a 
property expert from Ayala. 

Jollibee now dominates the country's 
restaurant business. Its P2.3 billion 
(US$85 million) in 1992 revenue dwarfs 
that of McGeorge Industries’ (the Me- 
Donald’s franchise) P893 million, Wen- 
phil's (Wendy's) P322 million, and 
Foodmine's (Kentucky) P240 million. 

Jollibee's fast-food restaurants, serv- 
ing mainly hamburgers, have become 
ubiquitous in Manila's commercial and 
college areas. Jollibee has 124 stores, way 
above McDonald's 55. 

The company did borrow much of the 
McDonald's style: the fast over-the-coun- 
ter service, the standardised products, a 
central commissary supplying materials 
to all outlets, perhaps even the adoption 
of bright company colours and giant 
mascot-mannequins to attract children. 


However, in something that would 
elate hard-boiled local nationalists, 
Jollibee concocted hamburgers aimed at 
the "Filipino taste." While McDonald's 
hamburger is a firm patty of pure beef, 
Jollibee's is nearly mushy, mixed with 
eggs and spices before frying. It has a 
slightly sweet taste, in contrast to Mc- 
Donald's, which many Filipinos find 
bland. 

Jollibee carved a niche in lower-in- 
come markets, while McDonald's had an 
image as the fast-food restaurant for the 
affluent. McDonald's quickly learned the 
lesson, with its advertising push — 
popularising the term Makdo instead of 
"McDonald's" — attempting to project 
an image as "Filipino," and affordable to 
the not-so-rich. 

Jollibee is becoming a paragon of Fili- 
pino entrepreneurship. “It is guys like 
the Tan brothers who'll be moving the 
country," says Octavio Espiritu, presi- 
dent of Far East Bank, the Philippines' 
third largest bank. 

Jollibee grew remarkably in the pe- 
riod when the country started its dec- 
ade-long slump. "Tony Tan Caktiong 
was even telling us that if he knew the 
very bad projections on the economy 
then, he wouldn't have dared to go on,” 
says marketing vice-president Minerva 
Bibonia. 

Maybe unwittingly, though, Jollibee 
found a market niche: families on week- 
end eat-outs and white-collar employees, 
both of whom suddenly found them- 
selves on tight budgets because of the 
economic slump. And because its menu 
carried the cheapest hamburger, it 
weaned the lower-income markets into 
liking what previously had been an 
American food item. 

From only 13 stores in 1983, an aver- 
age of 11 outlets were opened in the next 
nine years. Apparently learning much 
from McDonald's, Caktiong early on saw 
the prospects of the franchise business. 
Out of its 124 outlets, only 28 are owned 
by the company, with 96 being franchise 
stores owned and operated by other en- 
trepreneurs purchasing nearly all their 
materials from Jollibee. 

In 1986, Jollibee ventured into neigh- 
bouring Asean countries, setting up three 
outlets in Taiwan and Singapore. Those 
proved to be flops. However, not to be 
discouraged by that episode, the com- 
pany turned elsewhere, opening four 
stores in Brunei and three in Indonesia. 

Jollibee lived up to its gung-ho track 
record when it offered 20% of its shares 
on the stock market last June — the only 
restaurant business listed — to raise 
P219 million for its expansion pro- 
gramme. The stock has more than dou- 
bled. " 
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By Michael Westlake 


survey say more about Singapore than 

about the companies. Singapore Air- 
lines (SIA) and Singapore Telecom oc- 
cupy the top two places in three catego- 
ries and are in the top five in the rest. But 
then both are high-profile companies in 
a relatively small economy. 

The point is underscored by the fact 
that the top five places in all six catego- 
ries —-or 30 possible placings — were 
occupied by only 11 companies, with SIA 
(six placings), Singapore Telecom (six) 
and the non-listed, government com- 
pany Changi International Airport 
Services (5 mentions) accounting for 
more than half of the total. 

These three also operate in business 
environments that are protected to some 
extent. That may eventually work 
against SIA because it has to compete in 
the world market against much bigger 
airlines that have far larger home mar- 
kets upon which to base their services. 

Singapore’s Changi International Air- 
port has long been rated by travellers as 
one of the world’s best, with the airport 
and the airline part of the process of 
spreading Singapore's image as a hi-tech, 
forward-looking and customer-service 
oriented society. 

But it doesn’t have to compete with 
other airports except to the extent that 
Singapore as a whole competes as a 
travel destination. Elsewhere this might 
lead to laziness — but not in Singapore, 
where the government is committed to 
providing excellent infrastructure as a 
means of attracting business and tou- 
rism, apart from satisfying the aspira- 
tions of its own people. 

SIA has long been held up as a shining 
example of what airlines should be. It 
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continues to be ranked among the elite 
in travel surveys, along with Swissair, 
Hongkong's Cathay Pacific Airways, 
British Airways and, more recently, Vir- 
gin Atlantic Airways. It also has consis- 
tently been among the top few in terms 
of profits, even in bad years for the in- 
dustry. 

No SIA spokesman was available to 
comment on the company's business 
strategy. But the company's dedication 
to customer service is well known, 
though aspects of this appear to be grat- 
ing on some of the staff. In October, be- 
cause of complaints about noisy children 
spoiling people's trips, SIA banned young 
children of staff from flying in its First 
Class cabins on the free or ultra-cheap 
tickets available to employees. 

Such a ban is common among airlines 
out of consideration to their highest-pay- 
ing customers. Cathay, for instance, has 
a similar ban on children under 15, while 
Thai Airways uses 12 as the barrier, com- 
pared with sIA’s more lenient six years 
old. 

The result was a strong protest from 
the Airline Pilots’ Association of Singa- 
pore, which eventually sought help from 
the country’s Industrial Arbitration 
Court to prevent SIA from continuing the 
cutback in staff travel benefits. 

The court found against the pilots, 
noting that 30% of SIA’s revenue comes 
from First Class passengers. The affair 
may only have been a storm in a teacup. 
But then, SIA would not be the first air- 
line to have problems with staff relations 
when, after many years of success, some 
corporate belt-tightening is needed be- 
cause of tough times in the industry as a 
whole. 

The airline’s business philosophy was 
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neatly summed up for the court by SIA 


managing director Cheong Choong 
Kong, who said: "The airline business 
has. changed tremendously over the 
years. We have to keep up with custom- 
ers’ demands or they will go elsewhere. 
We cannot afford to lose customers, es- 
pecially in today’s business environment, 
where so many carriers are already los- 
ing money.” 

Singapore Telecom, listed only in 
November, is similarly rated as a top- 
class service-provider. At present, it has 
a total monopoly on both fixed-line and 
mobile-telecom operations. 

Faced with what must eventually be 
a finite market with only organic growth, 
it is aggressively upgrading its techno- 
logical levels to make it harder for any 
potential competitor to enter the market 
when liberalisation arrives. It is also 
pushing hard into developing markets 
overseas. 


he company’s flotation of 11% of 

its shares raised a staggering $$4.2 

billion (U5$2.65 billion) for the 
government's Temasek Holdings com- 
panv, compared with what was then re- 
garded as a massive $500 million raised 
by SIA eight years ago. 

Singapore Telecoms president and 
chief executive officer, Wong Hung 
Khim, said after the flotation that cus- 
tomers who were now also shareholders 
would focus on financial performance as 
well as service quality. Some of them, he 
said, were concerned that prices might 
increase. 

He said technology would be the way 
to meet the challenges of maintaining 
competitive prices and high quality plus 
top-grade financial performance. 

The company’s image is high in the 
REVIEW 200 survey in all these respects, 
with second place in overall leadership 
and quality of service and first in long- 
term vision and innovation. Perhaps it is 
not surprising that banks took the top 
two places for financial soundness, with 
Singapore Telecom third. 

Says Hongkong-based analyst 
Sheldon Kasowitz, of stockbroker Jardine 
Fleming: “The survey shows how impor- 
tant SIA and Singapore Telecom are in 
the Singapore economy.” The airline 
alone accounts for about 2% of the coun- 
try’s GDP, he says, which is a very high 
proportion for a single company. The 
entire aviation sector accounts for some 
5%. 

SIA's strategy, Kasowitz says, “is very 
sound, their management is very sound, 
but they're in a very bad business. If 
they fall short at all, it might be that 
their global demands are excessive 
given that they have a low local 


passenger demand and that there are 
not yet open skies.” 

He was referring to siA's declared 
policy of seeking liberalisation of avia- 
tion routes everywhere. That could lead 
to other airlines seeking to restrict SIA's 
access to their own countries as a way of 
protecting what they see as their home 
markets — particularly when times are 
hard, as they have been for the past two 
years. 

"They are still very customer-driven 
and give a high level of satisfaction," 
Kasowitz says. But if siA's balance sheet 
deteriorates, this might have to be re- 
evaluated — and sia does not foresee a 
real upturn in the airline business until 
1995. 

Its published figures show that, in 
common with other carriers, it usually 
hopes to earn revenue by selling off older 
aircraft, at the same time keeping its 
fleet's average age down. 

But at present it has leased some older 
747s to Philippine Airlines rather than 
selling then into a rock-bottom market, 
thus depressing its overall results some- 
what and allowing the fleet’s age to creep 
up from four to five years. 

That compares with Asian airlines' 
average of six years — still very low 
compared with airlines in the US and 
Europe, where 15-20 years is not un- 
usual. 

SIA's net profit fell 12.4% in the first 
half of 1993 from a year earlier. “Relative 
to the airline industry as a whole it's an 
excellent performance, but that's just a 
sad comment on the state of the indus- 
try,” Jardine Fleming's Kasowitz says. 
"Relative to Singapore as a whole, it's a 
poor performance." 

This verdict is perhaps reflected in the 
"financial soundness" section of the sur- 
vey, in which sia placed fifth, while at 
the same time coming first in the section 
concerning companies that others try to 
emulate. 

Belying Singapore's usually conserva- 
tive business image are two appearances 
in REVIEW 200 survey categories by a de- 
cidedly unconventional and entrepre- 
neurial company, Creative Technology. 
It ranks No. 3 in responding innovatively 
to customer needs and No. 4 as a com- 
pany that others try to emulate. 

Set up in 1981, Creative Technology 
is in the top ranks of producers of audio 
cards for computers, among other multi- 
media electronic products. 

The company is pushing rapidly into 
overseas markets, with branches, sub- 
sidiaries or partnerships in Japan, Aus- 
tralia, the US, Europe and China. In the 
year ended last June, it declared a 240% 
jump in sales to US$291.7 million, with 
net income at US$44.8 million. n 
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White-Collar Democracy 


By Ed Paisley 


ushing to meet the chairman of 
[R orans Iron & Steel Co., the 

Posco executive slaps his forehead, 
does a quick about-face and grabs his 
company’s trademark beige corporate 
jacket. “If the chairman saw me out of 
uniform, l'd be working in the steel 
mills,” he chuckles nervously. 

That was over a year ago, when the 
chairman was the domineering Park Tae 
Joon, a former general and the founder 
of what is now the world's second-larg- 
est steel company. Park's autocratic 
managerial style moulded the govern- 
ment-controlled company into arguably 
South Korea's best-managed company. 
But Park is now in exile in Japan. 

Gone, too, are the beige uniforms that 
symbolised Park's strict corporate regi- 
men. "Since the new management team 
took over, they have taken action to 
adapt the company to the changing en- 
vironment," says Posco export director 
Aum Ha Young, dressed in a dark blue 
suit. ^A bottom-to-up management pro- 
cess is now requisite in this new era." 

Posco is not unique among local com- 
panies in its sudden embrace of Western 
management theories that give middle 
managers like Aum more autonomy to 
react to fast-changing local and world 

market developments. 

Across the corporate landscape, sen- 
ior executives are working to foster inde- 
pendence, initiative and innovation 
among their white-collar workforce by 
breaking down barriers to communica- 
tion. Out of fashion are "top-down" au- 
tocratic directives. In fashion are "em- 
powered" middle managers. Hierarchy 
is out; flat organisations are in. The cus- 
tomer, in theory, is king. 

Why the panic over autocratic man- 


agement structures? After all, they 
helped power South Korea almost into 
the ranks of the industrialised democra- 
cies. The answer: declining competitive- 
ness at home and abroad. 

“We must change everything except 
our family," says Park Chull Won, who 
heads the corporate planning division of 
Samsung Corp., the trading unit of 
South Korea's second-largest business 
conglomerate and the No. 1 company in 
the REVIEW 200 survey. “We have to feel 
the risk surrounding our company inside 
Korea as well as abroad." 

Those changes are now evident. Sam- 
sung Group chairman Lee Kun Hee de- 
creed in June that all decisions at mid- 
dle-management level would be made 
only by the manager directly responsible 
for the outcome and his immediate su- 
pervisor. 

Or consider the changes at the Lucky- 
Goldstar Group, the nation's third-larg- 
est conglomerate. Five months ago 
Group Chairman Koo Cha Kyung had 
all the desks in Lucky-Goldstar offices 
re-arranged to break up hidebound Con- 
fucian bureaucratic traditions that he be- 
lieves stifle innovation. 

Corporate titles are also out the win- 
dow, at least in meetings, in order to nur- 
ture the group's new "team system," de- 
signed to spark faster and more creative 
thinking. “Just call me John,” says execu- 
tive vice-president John Koo of Goldstar 
Co., ranked No. 5 in overall leadership. 
“It’s our new company tradition." 

It is perhaps no accident, then, that 
the local firms chosen by REVIEW 200 re- 
spondents as the best-managed com- 
panies in South Korea are by and large 
leading the pack in actually making these 
management reforms work. And accord- 
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ing to the survey, the Samsung Group is 
No. 1. 

Three group subsidiaries, Samsung 
Corp., Samsung Electronics Co., and 
Samsung Life Insurance, are among the 
top five in all categories of the REVIEW 
200 survey. Two of the companies rank 
No. 1 in these categories and claim the 
top two spots in overall leadership. Sam- 
sung chairman Lee, stung by criticism 
that his five-year effort to revolutionise 
the management style of the group had 


|. yet to produce results, now has his em- 


ployees doing more work and making 
more decisions in fewer hours, leaving 
time for salarymen to enjoy their family 
or for "self-improvement." 


amsung executives say the strat- 

egy is working. "Over the last few 

months our productivity has in- 
creased," says Sun Wook, a vice-presi- 
dent at Samsung Electronics. "I can feel 
it.” Adds senior managing director of 
Samsung Life Insurance, Lee Eui Il: "This 
time the focus is on customer satisfac- 
tion." 

Yet it is Goldstar Co., Lucky-Gold- 
star's consumer-electronics unit, that 
topped the list for responding in- 
novatively to customer needs. The rea- 
son, says Koo, is that before 1990 "the 
customer used to be the chairman's of- 
fice, now it is reversed." The company's 
advertising campaign now features an 
internal order document covered with 
management-approval “chops,” with the 
box at the top reserved for the customer. 
"The era of just giving orders is over," 
says Koo. "We have to mingle with our 
employees and our customers. Speed 
and quality are the keys." 

The group's chemicals unit, Lucky 
Ltd, also ranks in the "innovation" list. 
Executive director Lee Sang Kyu says the 
company's "traditional Confucian hier- 
archy had too many reporting channels 
that inhibited decision-making." Work- 
ing in small teams, managers "can work 
under their own initiative and assume 
responsibility." Productivity is up. 

Big business conglomerates aren't the 
only companies catching the eye of 
REVIEW 200 respondents. Anam Indus- 
trial Co., with annual sales in the billions 
rather than trillions of won, is sand- 
wiched between South Korea's two con- 
sumer electronics giants, Samsung Elec- 
tronics and Goldstar Co., for its high- 
quality products and service. 

Anam’s claim to fame is the attention 
it pays to improving the quality and effi- 
ciency of its semiconductor assembly 
and packaging skills. Michael Faraday, a 
senior researcher at the University of 
Sussex Science Policy Research Institute, 
credits Anam with perfecting its “be- 


hind-the-curve” hi-tech engineering 
skills. 

Anam Industrial president Hwang In 
Kil says his company’s more focused in- 
vestment strategy is behind this success. 
“While Korea's other electronic giants 
were investing heavily in the memory- 
chip sector, ensuring quick returns, 
Anam looked to the assembly and pack- 
aging sector, which requires huge invest- 
ments and a long development period," 
Hwang said in a local press interview. 

Indeed, South Korea's big business 
conglomerates have only recently shown 
signs of slowing their willy-nilly expan- 
sion into myriad new lines of business. 
Says Goldstar's Koo: "Will we be suc- 
cessful on a global basis in every busi- 
ness field we are in? We don't think so." 

Koreans often measure corporate suc- 
cess against their Japanese rivals. And at 
that, the three Hyundai Group com- 
panies have excelled. 

Says a Hyundai executive: "The Ja- 
panese aren't worried about Samsung 
because they know Samsung. Its run like 
a Japanese company. But they worry 
about Hyundai because we're Korean. 
They don't know what we'll do next." 

The three Hyundai companies figure 
in the top 10 of the REVIEW 200 survey 
for overall leadership in South Korea. In 
addition, Hyundai Motor, the nation's 
leading car maker, takes the top spot in 
the category of companies that others try 
to emulate. No. 2 is Hyundai Engineer- 
ing & Construction, while Hyundai 
Heavy Industries takes the No. 3 posi- 
tion in that category. 

Don't look for new-fangled manage- 
ment theories here. Hyundai remains 
unabashedly an autocratic fiefdom of the 
Chung family, led by the ageing founder 
of the group, 76-year-old Chung Ju 
Yung. 

Chung is facing a jail term for alleg- 
edly siphoning off corporate funds to 
pay for an unsuccessful bid for the presi- 
dency last year. Like Posco, the Hyundai 
group has sworn off politics. But unlike 
the steel giant, the group has yet to 
change its autocratic management style. 
Nor does it need to, say executives. 

Choo Kang Soo, who heads the 
group's expansion into Russia, says that 
the Chung family makes the decisions 
but then lets managers get on with the 
work. Choo says he and other group 
managers have plenty of autonomy, 
which explains the overall success of the 
group. 

"Korean businessmen are like any 
others," adds one Hyundai Motor execu- 
tive. “They like to see profits and improv- 
ing market share." That is what Hyundai 
is good at, he says. Never mind manage- 
ment reform. a 
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By Julian Baum 


Review 200 “overall leadership" 

category are privately owned cor- 
porations still led by first-generation Tai- 
wanese industrialists. 

Companies affiliated with two of the 
front-running groups — Formosa Plas- 
tics and Evergreen Marine — also led 
the pack in every other category ranked 
by respondents to the REVIEW 200 sur- 
vey. Their founders are widely admired 
by Taiwanese businessmen, though they 
are somewhat reclusive figures who 
shun publicity and live modestly. 

Formosa Plastics, Evergreen and the 
No. 3 company, President Enterprises, 
have another feature in common: they 
have prospered in well-defined, inde- 
pendent industries without relying on 
government patronage. Among the top 
five, the exceptions favoured by respond- 
ents are China Steel, which is 76.16% 
government-owned, and Taiwan Ce- 
ment, originally a state-owned company 
privatised in the early 1950s that retains 
a privileged position in the state-domi- 
nated construction industry. 

Some observers recall a rare television 
interview with Wang Yung-ching, 
founder and chairman of Formosa Plas- 
tics group. Not that they recollect what 
he said, but how he wasted no cream as 
he prepared to drink coffee. They re- 
member the camera moving in for a 
close-up view as the septuagenarian en- 
trepreneur patiently dipped the already 
emptied plastic cream dispenser into his 
beverage to sop up every last drop. 

Recalling the interview several years 
later, a senior Taiwanese banker says the 
seemingly trivial gesture characterised 
the frugality of the legendary industrial- 
ist, who has little tolerance for ostenta- 


Fr our of the top five companies in the 


tion and extravagance. Wang heads Tai- 
wan's largest private business group, 
with more than 20 companies in Taiwan 
and the US and total assets estimated at 
US$10.9 billion. Four of the companies 
are listed: Formosa Plastics Corp., Nan 
Ya Plastics, Formosa Chemicals & Fibre 
and Formosa Taffeta Co. 

Formosa Plastics' corporate image has 
suffered in recent years in the face of 
criticism of its environmental record and 
as Wang has struggled with authorities 
in China and Taiwan over expansion 
plans. Even so, the group remains an ag- 
gressive investor and innovator. Wang 
has been willing to put large amounts of 
capital at risk to ensure his group a ma- 
jor role in world markets. 

For instance, Formosa Plastics began 
construction earlier this year on a US$9.5 
billion petrochemical complex at Mailiao 
on Taiwan's west coast, the largest pri- 
vate investment project ever launched in 
Taiwan. 

Wang seldom speaks with the news 
media and is said especially to dislike 
important-sounding questions about his 
long-term plans and corporate strategy. 
"He works at his job every day until 
everything is done that can be done, and 
done well," says a long-time staff mem- 
ber. "The next day he's at it again." This 
plodding work ethic drives him and his 
company forward, says the senior em- 
ployee. There's no time for the theore- 
tical approaches and boardroom lingo of 
modern managers. 

Now well past retirement age, Wang 
still puts in 18-hour days and attends to 
the smallest detail of running one of the 
world's largest petrochemical conglo- 
merates, say his staff. There is a very thin 
layer of managers and Wang personally 
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sets the pace for some 50,000 employees. 
Except for his philanthropic activities, 
which include a hospital and nursing col- 
lege, he has resisted the temptation to 
diversify into wholly unrelated areas in 
search of easy profits. Wang has kept a 
workman-like focus on petrochemicals. 

On occasion he has absorbed higher 
operating costs to protect his customer 
base. Recently he branched out with se- 
lective ventures in electronics and com- 
puters, largely at the initiative of his son 
Winston, who is executive vice-president 
at Nan Ya Plastics. 


hang Rung-fa, founder and 

chairman of the Evergreen group, 

is another entrepreneur whose 
companies have gained the respect of 
domestic and foreign investors. Origi- 
nally a marine-transport company spe- 
cialising in bulk shipping, Evergreen has 
become the world’s second largest con- 
tainer-shipping company. Like Formosa 
Plastics, it has focused on its original 
business — transport and related serv- 
ices. 

In his boldest move since launching 
around-the-world two-way shipping 
services in 1984, Chang started Taiwan's 
first privately owned international air- 
lines, Eva Airways. The group is also 
building a hotel chain to serve Eva's 
destination cities and is expanding its 
Southeast Asian operations with truck- 
ing companies in Thailand and Indone- 
sia and a deepwater port project in Indo- 
nesia. 

Evergreen Marine, the flagship com- 
pany of the group, which includes two 
other listed firms, Uniglory Marine and 
Evergreen Transport, has had to adapt 
its services and resources to the changing 
flows of international trade. The focal 
point for the group's fleet of 74 ships has 
been the Asia-Pacific region. 

"Our organisation is constantly 
changing because our chairman is al- 
ways changing the way he does busi- 
ness," says George Hsu, president of 
Evergreen Marine. But that change takes 
place within a well-defined corporate 
environment. Hsu savs it emphasises 
strong personal responsibility among 
managers, minimal paperwork, and fre- 
quent rotation among departments and 
between headquarters and Evergreen's 
many offices overseas. The group's 
trademark green colour and quasi- 
Japanese personnel policies give its cor- 
porate culture a distinctive image. 

Evergreen's venture into commercial 
aviation has given the group a much 
higher public profile in the past three 
years. Eva Air quickly established a posi- 
tive image among travellers, partly as the 
outcome of an expensive in-house train- 


ing programme that includes state-of- 
the-art simulators for pilot training and 
all-new Boeing and Airbus aircraft. 

Taiwanese travellers certainly like the 
inflight service on Eva Airways. But 
sometimes the emphasis on good form is 
overdone. "You can't take off now, we're 
still bowing," an Eva Air stewardess told 
à pilot on a recent flight from Taipei, re- 
ferring to the cabin crew's custom of 
genuflecting, Japanese-style, to. passen- 
gers after the routine safety briefing. 

Hsu says Evergreen is not ready to 
reveal its plans for China, but confirmed 
that it has a few people there looking 
after its inland containerised freight 
operations. À shortage of deep port fa- 
cilities on the Chinese coast would be a 
limiting factor for initial shipping links, 
says Hsu, but there are one or two ports 
where direct calls would be possible. 

President Enterprises, meanwhile, has 
kept its basic focus on food-processing, 
distribution and retailing, though it has 
recently added a bank and other finan- 
cial-services ventures. The leader of the 
group, Kao Ching-yuan, has announced 
his intention to make President the 
world's largest food-processing com- 
pany. Growth is expected from mainland 
China, where President has nine factories 
operating or under construction. 

Taiwan readers awarded top 
rankings in the survey to industrial com- 
panies. But in one category, financial 
soundness, a bank managed to make the 
grade. Hua Nan Commercial Bank is 
one of three state-owned commercial 
banks that have dominated Taiwan's 
banking scene for decades. Despite the 
arrival of many new private banks in the 
past two years, the state banks command 
a large market share and have remained 
highly profitable. 

Conservative management has kept 
all of them on a sound financial footing. 
But Edward Chien, executive vice-presi- 
dent at Hua Nan, says that Hua Nan's 
productivity is higher than its two near- 
est competitors because it has kept down 
the numbers of employees. 

With a staff of 5,500, Hua Nan claims 
to have roughly 10% fewer employees 
than either First Commercial Bank or 
Changhwa Bank, which hold similar 
market shares. According to Chien, this 
gives Hua Nan higher ratios per em- 
ployee for lending, deposit-taking and 
earnings. 

"We never consider ourselves as gov- 
ernment employees," explains Chien. 
“We try to maintain the atmosphere of 
the private sector.” Chien has been push- 
ing to speed up the bank's privatisation, 
though the provincial government that 
owns half the bank's shares has been 
unwilling to sell off its holdings. " 
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Bangkok Bank puts more emphasis on retail banking. 


Prudent Expansion 





By Paul Handley and Gordon Fairclough 


company won't stand out if it 
A can't lead the field in more than 

one standard of performance. So 
it’s not surprising that the same names 
are found in several of the REVIEW 200's 
categories for Thailand. 

They might be in completely differ- 
ent businesses, but Bangkok Bank, con- 
glomerate Charoen Pokphand (cP) and 
telecommunications group Shinawatra 
all have vision, expand aggressively 
without losing control, and remember 
old customers while branching into new 
businesses and markets. 

The three also have made significant 
inroads into international markets. Bang- 
kok Bank is Southeast Asia's largest bank 
and has spent the last 18 months expand- 
ing its branch network through the re- 
gion. CP is the country's biggest multina- 
tional and is probably the biggest for- 
eign investor in China. And Shinawatra, 
unknown five years ago, is attempting to 
spread its telecommunications acumen 
through Indochina. 

Not all the top-rated companies are 
multinationals. Nation Publishing, for 
example, has confined its activities to the 
Thai market. By doing well in various 
categories, Nation can provide some les- 
sons for larger companies. 


Bangkok Bank 


Being the biggest, Bangkok Bank's 
problems are the same as its competi- 
tors, only double. Vichit Suraphongchai, 
who became president in 1992, says one 
of his most difficult tasks is maintaining 
adequate manpower and allocating the 
right people for the right job in one of 
the world's fastest-growing banking 
markets. 

It must be doing the right thing. 


REVIEW 200 respondents voted Bangkok 
Bank No. 1 in overall leadership. 

“Management cannot grow as fast as 
the institution," Vichit says. "So what 
you really want is that decisions should 
be made at the appropriate level." 

In a small Thai bank, that's not too 
difficult. At an institution with 423 local 
branches, 21 foreign, and 24,000 employ- 
ees, it becomes a massive challenge. Just 
figuring out the approach is hard. "Who 
deals with these issues of organisation — 
that itself is a problem," says Vichit. 

Vichit's parallel problem is keeping 
the huge bank flexible enough to meet 
changes in the world market — new 
regulations, new competition, new tech- 
nology. "It is very vital now to look out- 
ward all the time," he says. Instead of 
relying on in-house units to develop 
strategies and assess new technologies, 
Vichit says the bank increasingly uses 
outside consultants and establishes stra- 
tegic links with other international 
banks. 

The latter is a most important, newer 
facet of Bangkok Bank's approach. "It is 
one thing to just do deals with other in- 
stitutions. You need a stronger, deeper 
relationship." Vichit wants to develop 
bank units that could focus on the rela- 
tionship to encourage its development, 
rather than just share a few deals ran- 
domly with a partner bank. 

Even though Bangkok Bank is already 
the country's biggest retail financial in- 
stitution, Vichit says this area needs a lot 
more work. “The bank has been mostly 
wholesale-driven," he says. "Bangkok 
Bank now has to go into retail banking 
in a much more focused way. Retail 
could be our bread and butter." In this 
area, too, it is where he hopes to tap 
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. improved relationships with other inter- 
national banks. "We can't develop retail 
banking by ourselves," Vichit says. “It 
would take us five years." 


Charoen Pokphand 


The one thing CP is not in is banking. 
The group's explosive diversification in 
the past five years has taken it far away 
from its decades-old focus on agribusi- 
ness. The family-controlled group has 
locked onto most of the businesses that 
take advantage of the growth of a mid- 
dle class: processed foods, retail chain- 
stores, real-estate development and tele- 
communications. 

Group chief executive Dhanin 
Chiaravanont has taken the same vision 
he had for Thailand to China. And cr's 
TelecomAsia unit has exploded onto the 
international scene just at the time West- 
ern fund managers and bankers have 
discovered the immense potential of the 
telecoms business in Asia. 

CP’s vision is accompanied by its abil- 
ity to build and work political connec- 
tions and Overseas Chinese networks. In 
China, Dhanin's connections are un- 
matched by anyone. 


Dusit Thani 


Voted No. 1 for the high quality of its 
services, Dusit Thani Group is looking 
abroad for room to grow. With five-star 
hotels at seven of the country's top tour- 
ist destinations, company executives feel 
they have nearly saturated the upper end 
of their home market. So, with foreign 
partners, Dusit is venturing overseas, 
running the 75-year-old Melrose Hotel in 
Dallas, Texas, opening two hotels in In- 
donesia and working on plans for others 
in Indochina. 

The company is also expanding in 
Thailand with a chain of mid-range ho- 
tels. Nine of these Royal Princess hotels 
are already operating in major cities as 
well as in areas that cannot support a 
large luxury-class hotel or resort. An- 
other four will open within three years. 

Dusit Thani has also launched à fran- 
chise group that offers a reservations net- 
work and operating and marketing as- 
sistance to independent hotel owners 
throughout Thailand. This group targets 
economy-minded business travellers. 

Dusit Thani's expansion has come in 
the face of a marked slowdown in the 
tourism business since the outbreak of 
the Gulf War. "The last few years have 
not been easy for our industry, but I 
think we've come out doing a bit better 
than most," says Khampi Suwanarat, 
senior vice-president. 

He cites two main reasons: aggressive 
marketing and high-quality service. The 
group has lured customers with a pro- 


motion modeled on airline frequent-flier 
programmes that awards bonus points. 
But it is the hotels’ high standard of serv- 
ice that keeps them coming back. 

“We've always tried to learn from our 
guests,” says Khunying Chanut Piyaoui, 
Dusit Thani’s founder, chairperson and 
managing director. Dusit Thani staff also 
learn from each other, working to im- 
prove their performance at training ses- 
sions that bring together employees from 
the group’s hotels. 


Nation Publishing 


When the May 1992 confrontation 
between the Thai military and pro-de- 
mocracy demonstrators in Bangkok 
turned bloody, state-run radio and tele- 
vision presented a white-washed account 
of the tragedy. Not The Nation. 

The scrappy English-language daily, 
undeterred by threats from the authori- 
ties, led the local press with its aggres- 
sive reporting on the violence. 

The Nation won a lot of respect — 
and many new readers. Thanachai 
Theerapatvong, chairman and chief 
executive officer of Nation Publishing, 
says the newspaper's performance is em- 
blematic of the company's efforts to meet 
its customers' needs — in this case accu- 
rate information in an uncertain time. 
Perhaps that's why REVIEW 200 respond- 
ents voted it No. 1 in responding 
innovatively to customer needs. 

The Nation group has worked to sat- 
isfy customers’ needs in less dramatic 
ways as well, aggressively expanding its 
publishing and broadcasting businesses. 
"When there is a need for a new prod- 
uct, we put it out,” Thanachai says. The 
group publishes two daily newspapers, 
four magazines and a line of comics and 
educational books. It also runs a 24-hour 
news radio station and produces popu- 
lar TV current-events programmes. 

The company is eager to beef up its 
broadcast services. But Thanachai says 
any move in that direction will have to 
wait until Nation group has a TV station 
of its own. 

In the meantime, the focus will con- 
tinue to be on publishing. The group has 
opened satellite printing plants in Chi- 
ang Mai in the north and Hat Yai in the 
south. Another is planned for Khon Kaen 
in the northeast. The plants now print 
the group's Thai-language business 
daily, Krungthep Turakij, and eventually 
may print The Nation as well. 

The group's moves into the provinces 
have been accompanied by great fanfare, 
including fashion shows and rock con- 
certs. "If you've got something new, if 
you've got something better, you've got 
to tell the people," says Tanachai. "You 
can't keep quiet.” The Nation doesn't. m 
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What Is Asian Leadership? 





Methodology of the REVIEW 200 Survey 


T 


The REVIEW 200 survey, conducted in 
association with Citibank and adminis- 
tered by Acorn Marketing and Research 
Consultants of Singapore, ranked the re- 
gion's 200 leading companies. The 200 
leading companies include 10 companies 
from each of 11 Asian countries as well 
as 90 multinational firms based outside 
Asia that do business in the region. 

The first step in the process was to 
determine which attributes of corporate 
leadership are considered the most im- 
portant. This was done through face-to- 
face, in-depth interviews with chief 
executives and senior business managers 
in Singapore, Hongkong and Thailand. 
During these sessions, participants were 
asked to identify the most important at- 
tributes of corporate leadership. 

The result was a list of five key at- 
tributes considered critical for corporate 
leadership. These attributes were: 


High quality of services or products 
Management has long-term vision 
Innovativeness in responding 

to customer needs 

e Financial soundness 

e Company others try to emulate 


Next, a questionnaire was developed 
that allowed respondents, using key at- 
tributes, to assess more than 500 local 
and multinational companies to deter- 
mine the REVIEW 200. 

Respondents to the survey, conducted 
during the autumn of 1993, include read- 
ers of the REVIEW and readers of Asia's 
most prominent business magazines 
published in local languages. These 
magazines, which participate in the 
REVIEW's Asia-As-You-Like-It marketing 
partnership, include: 


Commonwealth of Taiwan, 
Money and Banking of Thailand, 
Capital of Hongkong, 

SWA Sembada of Indonesia, 
Forbes Zibenjia of Malaysia 

and Singapore, 

Business India and 

The Economist of South Korea. 


Respondents were first asked to ac- 
knowledge their awareness of the com- 
pany and then to rank it according to the 


he REVIEW 200 is a ranking of Asia's leading companies as 
determined by a mail survey of more than 4,000 executives and 
professionals throughout Asia. 


five key attributes on a scale of-1- to 7; 
with 7 being the highest ranking. Aware- 
ness was a significant factor in ranking 
the multinational companies. 


Recognition 


Each of the 200 companies will be 
awarded a plaque bearing the "REVIEW 
200: Asia's Leading Companies" logo. 


For More Information 


The complete research survey is avail- 
able for US$95 (or the equivalent in local 
currency) per copy. 

A special discount price of US$45 is 
available to REVIEW and Asia-As-You- 
Like-It partner publication subscribers. 
Please provide your REVIEW subscriber 
number from your mailing label, or for 
partner publications, some form of sub- 
scriber identification. Also, let us know if 
you would like to subscribe or receive 
more information about the REVIEW or 
one of the partner publications. 

Send a cheque or postal order for the 
appropriate amount, or a valid credit- 
card number, expiration date and signa- 
ture to: 

Review Publishing Co. Ltd 

c/o Review 200 

GPO Box 160 

Hongkong 

For faster service, fax your order to: 

(852) 503-1541. 
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Survey Respondents at a Glance 





Under 25 25-35 35-44 
E 45-54 55-64 W65 and above 


Nationality 


EJ Local UO Expatriate 


Job Title/Position 











% 
23 Œ Chairman/CEO/MD/President 

1 @ Student 

4 @ Government/Military 
14 E Professional 

5 Bi White Collar/Sales 
24 W Executive/Middle Management 
29 Ii Director/VP/GM/Upper Management 


Industry Group 








AWD & Owl 





% 
24 © Manufacturing 

2 EJ Not Working 

3 Œ Others 

6 Œ Academic/Teaching 

4 Œ Communication/Utility 

6 & Building/Construction 

3 Œ Transport 

5 Bl Government 
17 @ Professional Service 
15 Æ Importing/Exporting 
14 Iii Banking/Insurance 
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| Access to 
opportunity... 


Are you looking for opportunities to 
access the world's stock and bond 
markets 24 hours a day? 

Would you like the opportunity to 1 
profit from market moves throughout E af Bj SS 
the economic cycle? i 

AHL Guaranteed Capital Markets is 
designed to exploit these opportunities whilst 
offering you the safety of a guarantee on your 5 Mc" 
initial subscription. 


The companies behind AHL Guaranteed € | nvestm ent 


Capital Markets are: 

* The Trading Adviser Adam, Harding & G u a r antee d 
Lueck (AHL) has a 10 year track record 

showing a compound annual return of 20%.* For more information, please contact: 


* The Promoter The E D & F Man Funds London: John Townsend or Brian Fudge 


Division has launched more than 50 funds Fax: +44 71 626 6458, Tel: +44 71 285 5200 
and has over US$ 1 billion under advice. Bahrain: Arthur Bradly or Antoine Massad 


Fax: 4975 555 078, Tel: 4975 555 288 
S Mie Guarantor: oidnddrd Chartered Dank. Xl coL p PRITE or Siman E. Arion 





provides the irrevocable guarantee** of the l Fax: +1 505 550 9621, Tel: +1 505 539 9700 

return of investors' initial investment for Tokyo: Matthew Dillon 

Units held at the maturity in May 2005. Fax: +81 5 5258 6327, Tel: +81 5 3238 6521 
Units are US$ denominated, have no sales Hong Kong: Anthony Hall or Margaret Yao 

charge, and may be liquidated monthly.*** Fax: 4852 557 1205, Tel: +852 521 2955 





THIS FUND IS ONLY AVAILABLE UNTIL 11 FEBRUARY 1994 SO ACT NOW! 
Fax this coupon to mb- +44 71 626 6458 








F.E.E.R. 6/1 
GUARANTEED CAPITAL MARKETS LIMITED 


Please send me more information on AHL Guaranteed Capital Markets. 














Name Country 


Address Home Phone No. 








Work Phone No. 











Fax No. 








Please provide your phone number so we may contact you to answer any questions you may have regarding this fund and to discüss our other investment products. X 
E D.& F Man International Ltd, Funds Division, Sugar Quay, Lower Thames Street, London ECSR 6DU England. Fax No. +44 71 626 0458, Tel No. +44 71 285 5900 























Potential investors should note that an investment in futures can involve significant risks and although the return of an initial subscription is (subject to the terms 
and conditions of the guarantee}, guaranteed at the Maturity Date, there is no guarantee of trading performance. This offer of Units is made through the 
Prospectus only and is not available to residents of the UR, and citizens or residents of the USA, E D & F Man International Ltd. is regulated in the UR by the 
Securities and Investments Board. * f October 1985 to 51 October 1993. Past performance is no guarantee of future results, ** Subject to the terms and conditions 
of the guarantee as stated in the Prospectus, “Redemptions are made at Net Asset Value but may be subject to redemption fees, 

Further details are in the Prospectus dated 5 January 1964, . 
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Together we have science and history on our side 








TRAVELLERS' TALES 





COMPLETE WASH-OUT: Damn. Look at 
that tailback. John Nagele cursed under his 
breath as his car came to a halt on the main 
highway into the bustling city of Chengdu, 
in Sichuan province, China. As the long 
queue of cars inched slowly along, he real- 
ised that the hold-up was being caused by 
officials, who were taking the cars indi- 
vidually to one side. 

Was it a People's Liberation Army spot 
check? 

No. It was a car wash. But unlike most 
car washes, this was run by the govern- 
ment, and it was not optional. A local man 
told John that it runs all the time, including 
at rush hour, causing enormous tailbacks 
outside the industrial city. The official rea- 
son is that the cars come in covered with 
dust from the plains — but drivers say the 
vehicles get covered with dust again as 
soon as they leave the car wash compound. 

It reminded John of the highway into 
Nanning, in Guanxi Autonomous Region, 
where People's Liberation Army soldiers 
run a car wash, and insist on all road users 
diverting their route through it. 

Time passed slowly on the Chengdu 
road, and John's car eventually made it to 
the front of the queue. But the car wash 
was silent. An official explained that it was 
broken. But their car would be allowed 
through — if they paid the six renminbi 
carwash fee anyway. 

Yes, the Chengdu officials are really 
cleaning up. 
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fornia, of all places. Its aim: “To introduce 
Mongolian culture to Venice in hopes that 
we can learn from their concepts of light, 
space, air and horizons.” (This is a polite 
way of saying that there are vast expanses 
of nothing in Mongolia.) 

Ron pointed out that the trendy Califor- 
nian settlement and Mongolia are actually 
virtually identical, except for the fact that 
one is a rich beach community full of 
rollerskaters living in mansions, while the 
other is a poor landlocked community 
where yak-herders live in yurts (traditional 
tents). 





PORN TO BE WILD: The impression that 
Canberra is a sterile place is unfounded, 
we hear from resident Tina Faulk. 

“It's the national porn capital of Aus- 
tralia, due to a loophole in the Territory 
by-laws,” she said. The matter-of-fact na- 
ture of the sex industry in the 
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DECEMBER 19th 1993, SUNDAY 


SANUR LOUNGE 
CHILDREN ATTRACTION A LONG WITH 
ST. CLAUS TO GIVE AMASSAGE AND 
XMAS DRESENT 
TO YOUR KIDS 
TIME: 11.00am - 1.00pm 
DRICE : 8$ 15.00 N 

(INCLUDED HEAVY 
SNACK AND NOVELTIES) 








A TOUCHING TALE: Ray Hayley-Parker of 
Union Far East in Jakarta was intrigued by 
this party at the Turi Beach Resort, where 
“St Claus” will “give a massage and X’mas 
present to your kids.” How affectionate. You 
don’t think it could be Michael Jackson 
dressed up, do you? e. 





YURTQUAKE: Peripatetic journalist Ron 
Gluckman came across a magazine called 
Voice of Ulan Bator, in Venice Beach, Cali- 


city can be demonstrated by 
an ad by Tiffany's, a, er, per- 
sonal services agency. It said: 
"Sex workers are tax-paying 
professionals who offer clients 
an educational and uplifting 
service . . . The sex industry 
provides services for a large 
number of men and women 
who are in need of comfort, 
companionship and intimacy 
. . . Services are also provided 
for people with disabilities. In- 
quire about wheelchair ac- 
cess." 





BOOK HIM, DONNO: Watch out, restau- 
rateurs. Donnolly has arrived in Asia. 
Donnolly is an odd phenomenon which 
started in Britain. A rather unreliable stu- 
dent in York used to book tables in restau- 
rants and then fail to turn up. To cover 
himself, he got into the habit of booking in 
the name of his friend Donnolly, who lived 
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in Manchester. 

This habit spread, until large numbers 
of party types in York were using the name 
Donnolly to book tables they suspected 
they may not need. Unfortunately, the real 
Mr Donnolly then moved to York, and was 
baffled by the hostility he faced from res- 
taurateurs. 

I now hear that dodgy restaurant reser- 
vations are being made under the name 
Donnolly in Hongkong. 

One day, some poor innocent person of 
that name is going to turn up at a restau- 
rant to be grabbed by the maitre d' and let 
to a closet full of old food. "Here are your 
15 pre-ordered peking ducks and 13 pre- 
ordered beggars’ chickens, Mr Donnolly,” 
the maitre d' will say, picking up his meat 
cleaver. 





GENLI 
JAPANESE NOODLES 





UPSET: Staff at the IFJ Food Plaza in 
Kowloon printed huge numbers of 
expensive colour brochures to hand out to 
passers-by. This said that Japanese noodles 
were “up $22,” Chinese barbecue meals 
were “up $68” and so on. 

It was only when someone asked them 
why they were promoting such steep price 
rises that they realised that “up $68” does 
not mean the same as “$68 and up.” It was 
a sad scene. 





A MOVING STORY: A friend from the 
Philippines was reflecting on how people 
in his unspoiled, unsophisticated home 
town would take to new fangled things 
such as modern shopping malls: “If there's 
a power blackout, they could be stuck on 
the escalators for hours." 


Islama Bad Guest House | 
Chi Fat Decoration and 


DON'T EXPECT MUCH: This interestingly 
named hostelry was listed in the Supreme 
Court Writs list in Hongkong recently. An 
admirable example of truth-in-advertising. 











Have a tale to tell? Call (852) 508 4382 or fax 
(852) 503 1530. 
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8 good reasons why you 
should 


join our Executive Club. 





ONE. You will get priority waitlisting. 


TWO, You will get seat preference. 


THREE You will get meal preferences. 


FOUR. |. You will get preferential hotel rates. 


FIVE. You will get preferential car hire rates. 


SIX. — You will get security luggage tags. 


SEVEN. You will get 24 hour worldwide 


medical assistance. 


EIGHT. You will get 24 hour 


general assistance. 


worldwide 





BRITISH AIRWAYS 
Phe worlds favourite airline. D 





And 8 excellent reasons 
why | 
you shouldn't bother. 


ONE. You never fly anywhere. 
TWO. You have your own private 747-400. 


THREE. You have your own personal chef who 
always prepares your favourite meals. 


FOUR You own your own hotel chain. 

FIVE. You can’t drive. ; 
SIX. You have your own private army. 
SEVEN. You ve never had a day's illness in your 


life and you dont intend to start now. 


EIGHT. You run your own self-help group. 


Please also send me a Passages application 














The Creation Il by Syrian artist Khairat Saleh; 10th-century clay bowl from Iran. 
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CULTURE 


Insight Into Islam 


US museums reflect a growing interest in Muslim history and art 


By Lee Adair Lawrence 
F: express it better than Mustafa 


Malik, director of research at the 

American Muslim Council in Wash- 
ington: "Most Americans, when they think 
of Islam, think of the Crusades, the Iranian 
hostage crisis, fighting in the Middle East 
and terrorism. But these are incidents. 
Mainstream Islam has not yet been pre- 
sented to America." 

True enough in the past, that reality may 
now be changing. Imams have recently 
held prayers in the US Senate, the House of 
Representatives and at last January's presi- 
dential inauguration. And in December, the 
armed forces inducted its first Muslim 
chaplain. But the most dramatic vehicle for 
the country's increased awareness of Islam 
has not been in the halls of congress but in 
the art world, where a mini-boom of pro- 
grammes focused on the religion has oc- 
curred. 

In Washington, for example, Nancy 
Mathews, vice-president for arts at Merid- 
ian International Centre, consciously uses 


her exhibitions to challenge, provoke and 
educate. In March, Meridian will inaugu- 
rate Building Bridges, featuring the works 
of six Palestinian and six Israeli artists. 

Susan Fisher Sterling, curator of mod- 
ern contemporary art for the National Mu- 
seum of Women in the Arts, similarly uses 
art as an "international communicator." In 
February, her museum will host a show 
featuring 160 works by 70 Arab women in 
15 countries. 

The burst of interest in Islam by muse- 
ums is hardly surprising given recent 
demographics. The American Muslim 
community is now the country's fastest 
growing religious minority, likely to sur- 
pass its Jewish counterpart by early next 
century. But Muslims living in the US are 
not all from the Middle East. Indeed, only 
12% of the country’s estimated 4 million 
Muslims are Arabs. According to a study 
published by American Muslim Council, 
US-born descendants of African slaves 
form the largest group of American Mus- 
lims (42%), followed by South and South- 
east Asians (26%). 
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Whatever their ethnic and cultural back- 
ground, Muslims are united in drawing 
inspiration and guidance from the Koran. 
To showcase that reality, another museum, 
the Smithsonian’s Sackler Gallery, is now 
hosting The Divine Word of Islam, which 
presents pages from the Koran written in 
Egypt, Iran and Turkey between the 14th 
and 18th centuries. "I wanted to concen- 
trate on the Koran," explains Marianna 
Shreve Simpson, the Sackler's curator for 
Islamic Near Eastern Art. "I wanted to fo- 
cus on its contents, and how the Koran as 
the fundamental expression of the faith led 
to beautiful copies of itself." 

To be sure, this is not the first time the 
Smithsonian — America’s national mu- 
seum — has shown Islamic art. Its Freer 
Gallery hosts a permanent display of 
works from Islamic cultures, and, like other 
prominent institutions, it has periodically 
mounted shows on the artistic and philo- 
sophical traditions of Islam. 

Ironically, rather than make Americans 
more aware of Islam, much of the homage 
offered in the past may have inadvertently 
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bolstered the idea that the only culture Is- 
lam has to offer is dead. Today's shows 
provide a historical and religious context 
that enables the public to better appreciate 
contemporary Muslim art and culture. 
The Sackler exhibition, for example, il- 
luminates the consistent use of Arabic in 
Islam. For Muslims, and espe- 


tures understand well. Gulgee, a promi- 
nent Pakistani painter whose works were 
recently shown in a father-and-son exhibi- 
tion at Meridian, is baffled by the ignorance 
in America of contemporary art in the so- 
called Third World. “This is the essence of 
40 years going inward," he says, surveying 





cially American converts such as 
Amatullah Sharif Okakpu, who 
accepted Islam 24 years ago, the 
consistency of language holds 
much more than academic im- 
portance. "The Arabic in the Ko- 
ran has never, ever been changed 
from 1,400 years ago," she ex- 
claims. "Therefore we have the 
same information that was given 
to Prophet Muhammad through 
the Angel Gabriel — and that's 
heavy duty!" 

Among African-Americans, 
Arabic also holds a different sig- 
nificance. “Our history and our 
legacy were stolen from us," says 
Ajab Abdussamad, responsible 
for communications at the first 
mosque built by the African- 
American community, the Masjid 
Muhammad in Washington. Like 
many others, he believes that al- 
most all slaves forcibly brought 
to the US in the 17th-18th centu- 
ries were Muslims who were not 
allowed to practice their faith. 
"So we felt compelled to reach 
back and reclaim our history and, 
as part of this process, we 
adopted Arabic names." 

Although historical data actu- 
ally suggests that the proportion 
of Muslims among imported 
slaves hovered around 10%, Is- 
lam nevertheless restored indi- 
vidual pride and history to its African- 
American converts. One of the organisa- 
tions that helped instill that strength was 
the Nation of Islam, founded in 1933 by 
Elijah Muhammad. Preaching that there 
was no life after death, Muhammad called 
for the separation of the races, declared 
God was human and posited himself as the 
last messenger of God. Although his son, 
Warith Deen Mohammed, later repudiated 
many of his father’s teachings as contradic- 
tory to Islam, much of the racist labels from 
the organisation’s early days remain. 

Whether or not a part of the Nation of 
Islam, African-American Muslims have 
had to contend with the misconception that 
they are not “real Muslims,” even though 
every Friday they pray side by side with 
other Muslims in the country’s 1,100 
mosques. 

Media attention focused on American 
Muslims has also failed to address the Af- 
rican-American community, making 
Okakpu and others feel overlooked. That 
is a feeling artists from foreign Islamic cul- 
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Gulgee’s Cube. 


canvases he has filled with fiercely expres- 
sive and personal calligraphy. 

The forthcoming exhibition of Arab 
works at the National Museum of Women 
in the Arts is designed to address that prob- 
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from a Koran (Iran or Turkey, 16th century). 
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lem and take it one step further. It offers 
more than non-Western modern work, opt- 
ing to destroy the prevailing misconcep- 
tions about Muslim women. “The percep- 
tion [in the US] is almost one of barbarism,” 
says Sterling. “It becomes very difficult for 
the women artists of the Arab world to 
work in conditions where we in 
the West think of them as some- 
how less than ourselves.” 

To that end, the show reso- 
nates with history — a history 
that illustrates the unprecedented 
rights Islam accorded women as 
early as the first century. It is no 
coincidence, many Muslims 
point out, that the first true saint 
of Islam was a woman, Rabi'a al- 
'Adawiyya, and that in the ninth 
and 10th centuries Arab women 
excelled as calligraphers and po- 
ets, just as their successors both 
influenced and created literature 
and music. Muslim women even 
took an active part, and in some 
cases led, the national move- 
ments of the 19th century. 

Repressive Muslim societies 
still exist, of course, but the show 
proves that Muslim women have 
not been uniformly silenced. 
“One very effective tool for many 
of these artists,” says the curator, 
Salwa Mikdadi Nashashibi, “is 
calligraphy,” which shows up in 
abstract works, collages and 
other pieces that join the written 
word with painting. 

The dissimilarities among 
these works will also carry a 
message across America: that Is- 
lam, like other cultures, per- 
mutates and adapts to new envi- 
ronments. As though to reinforce 
this point, the Smithsonian’s Museum of 
African Art and the Sackler Gallery are 
planning an ambitious thematic exhibition 
for April 1996. Drawing from the diverse 
Islamic cultures in Asia, Africa and the 
Middle East, its curators hope to highlight 
similarities and differences in various as- 
pects of life, culture and society from the 
distant origins of Islam to the present. 

Muslims may never entirely shed their 
reputation as militants — after all, the 
Prophet Muhammad stands out among 
founders of major religions for having led 
troops into battle. But many feel that the 
political climate and demographic realities 
make this the opportune time to counter 
the labels of “barbarian” or “fanatic.” In 
other words, it may be time for Main- 
stream America to shake hands with 
Mafgnstream Islam. And the best place to 
make the introduction might just be a mu- 
seum. " 
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Lee Adair Lawrence is a writer based in Wash- 
ington. 
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Our Favourite Books 


Recommendations from our distinguished readers 





Jose T. Almonte, National Security Council, 
the Philippines. 





Much of my reading is unavoidably 
functional. Public office, as Henry Kis- 
singer noted, draws heavily on one’s intel- 
lectual capital. 

This year, among the most useful books 
was Peter Drucker’s The New Realities, 
which reminds government not to attempt 
too much, because anything it does almost 
at once becomes “moral.” 

A new History of Latin America — 
brought up to mid-1991 for Penguin by 
Edwin Williamson of the University of 
Edinburgh — cleared up some of my own 

uzzlement about why Filipino national- 
ism should be turned inward, when that of 
the East Asian tigers should be so self-con- 
fident and so outgoing. 

And I thought Francis Fukuyama's 
theorem in The End of History — that as 
people everywhere become richer and 
more secure they become free to seek re- 
cognition and political participation — will 
turn out to be more accurate than the rela- 
tivist notion that Asia is not going to be 
civilised after the methods of the West. 

Finally, like most everyone else, I have 
old favourites I turn 
to again and again. 
Mine are a mixed 
bag that include Sun 
Tzu's The Art of War; 
Nitobe's Bushido: The 
Soul of Japan; the Gita 
and, of course, the 
Bible, which I turn to 


for pleasure, for 
comfort and for 
wisdom. 





Jadgish Bhagwati, economist with ‘the 
American Enterprise Institute for Public 
Policy Research, Washington. 





The book that I have enjoyed reading 
most in 1993 is Bill Emmott's Japanophobia: 
The Myth of the Invincible Japanese. Emmott 
destroys beautifully the myth, current in 
the US and elsewhere in the 1980s until 
Japan's present economic crisis, that Japan 
is omnipotent and her entrepreneurseare 
invincible in battles for market shares. He 
does this by recounting in entertaining and 
instructive detail how Japanese direct for- 
eign investment abroad has fared well be- 
low what the myth implies. His account of 


70 








Sony's and Mat- 
sushita's expen- 
sive and ill- 
starred entry 
into Hollywood 
is particularly 
notable: these 
manufacturing 
titans were 
humbled by 

slick Hollywood , 

entrepreneurs »4 

who knew their üt 

business best. Ja- x 

pan’s experience 

with Wall Street 

and Bridge- 

stone's troubled takeover of Firestone are 
also told with effect. No one reading this 
book will be able to think of Japan as a 
threat that must be met by the panic and 
petulance that drives the Clinton adminis- 
tration's foolish search for managed trade 
with Japan. 
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Arief Budiman, Harvard-educated sociologist 
and senior lecturer at Central Java's 
Christian University of Satya Wacana. 





Post Modernisms and Social Sciences, by 
Pauline Marie Rosenau, made me think 
more than any other book this year because 
it attacks the very rationality of the social 
sciences. Science has given a lot of hope to 
mankind, but after dominating our lives 
what it has left us with is a growing gap 
between rich and poor, environmental con- 
cerns and conflict. Post Modernisms encour- 
ages us to listen to the voices that have 
been ignored. Many things have been re- 
pressed because they are considered either 
irrational or socially unacceptable. The 
book goes everywhere. It made me feel as 
if I was trapped in one form of logic, and 
that I have to open my mind. It’s not the 
contents so much as the influence it had on 
my way of thinking. 





Chen Ziming, imprisoned Chinese dissident, 
quoted by his wife Wang Zhihong. 





As Adolf Hitler won successive victo- 
ries in Europe, conquering one country 
after the next, and as Western civilisation 
confronted the possibility of entering an- 
other dark age or witnessing its own ex- 
tinction, Karl Popper, the greatest philoso- 
pher of his time, wrote a series of books, 
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among them The Open Society and Its En- 
emies, in which he offered a devastating 
analysis of totalitarianism. From that time 
on, Popper both followed and inspired the 
work of those intellectuals who were not 
content with the totalitarian and utopian 
thought of the German leadership, and 
acted as a leader in helping them to de- 
velop their intellectual lives. My husband, 
Chen Ziming, translated a short book enti- 
tled Karl Popper into Chinese, and has at- 
tempted to realise Popper’s thought 
through his action. 





Ramon R. Del Rosario, Jr, former Philippine 
finance secretary, presently senior adviser, 
The Phinma Group. 





When I left government abruptly last 
June, I needed to clear my mind and refresh 
my soul, so I went away and spent some 
time with my wife. We 
rediscovered the sim- 
ple joys of walking by 
the ocean and listening 
to beautiful music. 
And I read popular fic- 
tion, and enjoyed it 
thoroughly. 

In quick succession, 
I read John Grisham's 
The Firm and The Peli- 
can Brief and Michael 
Crichton’s Rising Sun. 
Nothing esoteric. 
Nothing serious. Nothing pretentious. Just 
well-executed and entertaining fiction. Ex- 
actly what I was looking for. 


JOHN GRISHAM 








Ralph Elliot, Emeritus Professor of English at 
the Australian National University in 
Canberra. 


When I read Jonathan Rauch's The 
Outnation: A Search for the Soul of Japan, I 
fell in love with it because it expressed so 
well my own impressions of Japan and its 
people and my own search for the soul of 
Japan ever since I was a visitor there my- 
self a few years ago. Here is Rauch, the 
educated American journalist, quoting 
Plato, Locke, Confucius, discussing the big 
issues — politics, economics, morality; but 
here also is Rauch the observant traveller 
noticing the punctuality of Tokyo's under- 
ground and the gently sloping roofs. 

With numerous uncaptioned photo- 
graphs inviting my own responses, I found 
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this book a perspicacious and witty explo- 
ration of a country that continues to fasci- 
nate. Among the many traveller's tales 
about Japan, The Outnation is a not uncriti- 
cal but warm-hearted celebration of a love 
affair in which I, too, am a celebrant. 





Edriana, an Indonesian activist with Yayasan 
Perempuan Mardika, a non-government 
group helping female workers. 





Wild Swans, by Jung Chang, tells the 
story of three generations of Chinese 
women who lived through periods of po- 
litical chaos. It’s a true story written in an 
accessible style. I decided to read it after 
watching the film, Raise the Red Lantern, 
which also portrays the difficulties of 
women in China. I'm learning from their 
history. Do women in communist countries 
truly enjoy equality? Women participated 
in the revolution, but after the dust settled, 
by and large, they returned to their domes- 
tic role. Why? Progressive women’s groups 
in Indonesia are now debating the merits 
of feminist-socialism. But will this system 
follow the same route as communism did 
in China? 





Gareth Evans, Australian Foreign Minister. 





Biography dominated my reading this 
year, with tyrants, autocrats and sinners 
looming rather uncomfortably large. Given 
the paucity of sources, David P. Chandler's 
study of Pol Pot, Brother Number One, is a 
brilliant piece of detective work, while 
Edward Behr's Kiss the Hand You Cannot 
Bite captures marvellously the Grand 
Guignol of Ceausescu’s Bucharest. 

Thomas C. Reeves's A Question of Char- 
acter works relentlessly but fairly over JFK, 
leaving at least a little of the magic intact; 
this is more than Richard Burke could 
manage in The Senator — his kiss and tell 
account of 10 years with brother Ted I ab- 
sorbed with the kind of appalled fascina- 
tion one normally reserves for the more 
lurid American talk-shows. 

Alan Clark's Diaries, the most pungently 
entertaining of this genre since Dick 
Crossman’s, led me to puzzle once again 
why the best political diaries always seem 
to be written by those at some remove from 
the centre of the action: maybe they just 
get more time to hone their malice. Wil- 
liam Shawcross's Murdoch was as well in- 
formed and balanced an account of what 
makes that extraordinary countryman of 
mine tick as Rupert is ever likely to get. 

But by far the most exhilarating bio- 
graphy was about three women no one 
had heard of until Jung Chang told their 
story, and along the way that of modern 
China, in Wild Swans. This is a beautifully 
crafted book, fully deserving of its now 
huge international audience: certainly no 
work of non-fiction I have read in the last 
decade has absorbed or moved me more. 
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Gao Shijian, age 23, a production worker in 
an enamel factory in Tianshui, Gansu 
province. 





I have just finished reading Defunct 
Capital (Fei du) by Jia Ping’ao. The novel's 
form follows that of the novels of social 
criticism written at the end of the Qing 
dynasty (1644-1911), after the failure of the 
1898 Reform Movement. Although these 
novels exposed certain social problems, 
their authors were more interested in pro- 
moting political reform. Indignation alone, 
however, cannot bring about political 
change. 

Like those earlier novels, Defunct Capi- 
tal has little new to say. The protagonist, 
Zhuang Zhidie, is portrayed as a neurotic 
intellectual playboy, but in the end he is 
little more than a sentimental gigolo. 

In a conversation in his semi-autobio- 
graphical book I Am Wang Shuo, Wang 
writes, “I’m just like a whore.” Jia Ping’ao 
makes a similar first-person confession in 
Defunct Capital. In fact, many Chinese au- 
thors today seem to embrace the 
worldview of the prostitute. In terms of 
form and structure, the novels of Jia 
Ping’ao and Wang Shuo can be called 
“Whorehouse Social Criticism.” 





Plai Kitiyakara, Chairman, Baring Research 
Ltd, Thailand. 


This year was not the first time I read 
The March of Folly by Barbara Tuchman. 
Tuchman shows that people in power 
make stupid decisions that inevitably bring 
about their own downfall, and explains 
why this is almost unavoidable. 

I enjoy reading books about university 
life, probably be- - 
cause I enjoyed 
my own days as 
an undergraduate. 
The Secret History, 
by Donna Tartt, is 
about a student of 
classics who is un- 
able to get along 
with his class- 
mates, one of 
whom murders 
him. The book 
starts off with his 
murder, and eve- 
ryone knows who did it. The rest of the 
book describes the motives behind the 
murder. 








Lai Wen-hui, editor at a Taipei publishing 
house. 





How do traditional ethics change under 
the powerful influence of Western civilisa- 
tion? In Wang Wen-hsing's The Misfortune 
of the Family (Jia bian), the hero Fan Yeh 
confronts this very dilemma. He is in con- 
flict with himself — confused, rebellious 
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and anti-traditional. As a result, his father 
runs away from the family. In telling his 
story, Wang offers a profound criticism of 
ethics and culture by showing how the 
hero's trust in the "family" causes family 
members to hurt each other. 

Wang might appear overly eager to cast 
off the burden of tradition, but he bravely 
points out the raw "truth" that defenders 
of traditional culture dare not face. But at 
least he sees the problem and encourages 
readers to strike their own balance between 
"self" and "family constraints." 





Pham Chi Lan, Secretary-General, Chamber 
of Commerce and Industry, Hanoi. 


I was intrigued by the World Bank re- 
port Vietnam: Transition to the Market. It pro- 
vides a comprehensive look at the positive 
and negative aspects of Vietnam's seven- 
year reform programme. I was particularly 
struck by the report's emphasis on the ne- 
cessity to invest more 
in human resources 
and pay more atten- 
tion to education and 
health care. This report 
will give our leaders a 
better idea of what 
they need to do in the 
future, even though 
not all of the authors' 
advice — even if it is 
good — will be easy to 
implement in Viet- 
nam. 

Sidney Sheldon is 
one of my favourite authors. I read his The 
Stars Shine Down mainly for entertainment, 
but found that this story about an Ameri- 
can woman real estate agent also taught 
me something about the business environ- 
ment in the US. 





URN SS 
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Allen Lee, Hong Kong legislator and 
chairman of the Liberal Party. 





As a legislator, I am required to read a, 
huge volume of council and committee pa- 
pers as well as everyday journalism. 

The book that I rely on as a kind of 
bible and almanac is the Hongkong annual 
report, Hong Kong 1993. The tome (480 
Pages in small print) is interesting, besides 
its abundance of facts and figures slanted 
in favour of the government, not only for 
what is put in but what is left out. 

Almost every year a celebrity is invited 
to pen an introduction that establishes the 
theme of the new edition. The 1993 year- 
book features as guest essayist former US 
consul general Burton Levin, who reflects 
sanguinely on the rapid integration of 
Hongkong and China. I share his buoyant 
mood because I was an early investor in 
the People’s Republic not long after Deng 
Xiaoping declared the country open to 
business and foreign investments. 
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NEW YEAR'S TS SUE 


Although so many pages are devoted 
to statistics, few words are spent on the 
central government preoccupation of 1992 
(the year in review): Governor Chris 
Patten's political reform proposals and the 
row with China. Perhaps this oversight is a 
case of self-censorship or diplomatic tact. 
Either way, it is a disappointment because 
I want the powers that be to state clearly, 
without the camouflage of a press briefing 
or sound bite, their views on a subject of 
more than passing concern to six million 
people. 





Martin Lee, Chairman of the United 
Democrats of Hong Kong and a 
democratically-elected Legislative Councillor. 








The Collision of Two Civilisations by Alain 
Peyrefitte details the frosty reception the 
British got when they embarked on an ex- 
pedition to the Middle Kingdom in 1793 to 
open China to Western trade. 
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In The End of Hong Kong, Robert Cottrell 
gives a blow-by-blow account of the 
prickly negotiations surrounding the Joint 
Declaration, the treaty according to which 
Britain will return Hongkong to China in 
1997. Lord Macartney's refusal to address 
the emperor with the traditional kowtow 
has, over the course of two centuries, given 
way as his mandarin successors in the Brit- 
ish Foreign Office mastered the posture. 

Although both books concern events 
long concluded, their message — especially 
in light of this year's fruitless negotiations 
over whether Hongkong is to be allowed 
the democracy it was promised under the 
Joint Declaration — is instructive. These 
books make it painfully clear that where 
Sino-British relations are concerned, the 
more things change, the more they stay the 
same. 

Finally, I read Larry Feign and Nury 
Vittachi's Execute Yourself Tonite! — princi- 
pally because they sent the book to me for 
free and because my name and stationery 
are taken in vain in it. 








Bette Bao Lord, an author who lives in 
Washington. 





For me Christmas came in Septenfber 
this year when I opened my first book by 
Michael Odaatze, The English Patient. I read 
it for the story. I reread it for the craft. And 
once more ever so slowly for the art. To 
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say that the novel is 
set in a deserted 
Italian town to- 
wards the end of | *- 
World War II 
where a nurse from 
Canada, a bomb 
disposal specialist 
from India, a spy 
formerly a thief 
and a man burnt 
beyond recognition 
share an aban- 
doned villa, is 
about all one can 
say about a work that is magic. I'm read- 
ing it still. 

I opened my second book by Odaatze, 
In the Skin of a Lion, prepared to be disap- 
pointed, which alas is inevitably the rule. 
To my wonderment I was not. Since then, 
at odd moments of the day, I am haunted 
by the image of the heroine who suddenly 
appears on page 3: a nun blown from the 
steel girders of a half-finished bridge in 
Canada falling through the April dark- 
ness. 

After much effort, I was able to get a 
copy of Odaatze's Running in the Family, 
the story of his antecedents in Sri Lanka. 
This time, I knew better and opened it an- 
ticipating another gem. I closed it wishing 
to meet the Booker Prize winner, who 
teaches at York University in Toronto and 
who is the loving progeny of so outra- 
geously humorous and human a clan. 


ENGLISH 


THE 


PATIENT 


Kushwant Singh, Delhi-based author and 
editor. 


The novelist, Indrani Aikath-Gyaltsen 
died suddenly on 5 November at the age 
of 42. Penguin (India) had signed her up 
for her next 10 novels. The last one the pub- 
lishers have in hand is prophetically enti- 
tled Hold My Hand, I Am Dying. 

The vacuum left by Indrani among In- 
dian woman writers is being filled by three 
upcoming writers. Shama Futehaley's Tara 
Lane is an account of the decline in a fami- 
ly's fortunes because of the uncompromis- 
ing integrity of the founding father. The 
moral is “truth never triumphs; falsehood 
does.” 

The other two are Padme Hejmadi, 
whose collection of short stories is entitled 
Birthday Death Day, and Geetha Hariharan, 
whose The Art of 
Dying and Thousand 
Faces of Night have 
won her recogni- 
tion abroad. Both 
women write about 
Tamil Brahmins; 
both are obsessed 
with death, but are 
able to tinge their 
stories with hu- 
mour. An equally 
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valuable addition is a witty novel on the 
Syrian Christians of Kerala, A Slow Sort of 
Country by Cherian George. 

The great literary event of the year was 
the publication of Vikram Seth's A Suitable 
Boy. It did not get the kind of rave reviews 
in India it got abroad, yet no critic can fault 
it as an authentic portrayal of the Indian 
middle class in the 1950s. It is the best 
novel I read in 1993. 





Ike Ong, Malaysian-born publisher of Scoob 


the first time that a novel of this type has 
been translated into English; it belongs to 
the martial arts/fantasy genre of Chinese 
popular literature. The odd-looking Huan- 
zhulouzhu is the pen name for Li Shanji 
(1902-61). Born in Sichuan, Li began his 
writing career in the 1930s. He was im- 
prisoned by the Japanese for refusing to 
write for a Japanese-sponsored journal 
and at the end of the war he moved to 
Shanghai and devoted himself to writing 
full time. 

Blades From The Willows is about three 
mortal men, descendants of refugees hid- 
ing in Yunnan since the Mongol conquest 
in 1287, who stumble into a fantasy world 
and encounter the immortal masters of the 
“Flying Sword” martial arts. These immor- 
tals are locked in combat with their evil 
counterparts, sorcerers and corrupt monks 
and priests, who prey on the virtuous, cap- 
ture the energies of living men and beasts 
and gather the emanations of corpses to 
increase their own powers. 


Sudhisakdi Manibhandu, Thai business 
consultant with a private practice in 
Bangkok. 


The first time I picked up Joseph 
Conrad's Nostromo, | abandoned it after a 
few chapters. In a period of self-imposed 
isolation in an old English university town, 
desperate to bring my student days to an 
end, and struggling with what seemed an 
insolvable thesis problem, I chanced to 
read Joseph Conrad’s sea stories. They con- 
tain striking portraits of isolated individu- 
als grappling with problems of proper con- 
duct. 

At the time, Nostromo seemed disap- 
pointingly different from any of the sea sto- 
ries. Today, however, reading it again after 
living for 20 years in surroundings that 
early imparted an understanding of public 
corruption and private enterprise, and with 
the benefit of personal experience of the 
power of greed, Nostromo turns out to be a 
satisfyingly complex tale of life in a South 
American coastal province during a period 
of modern economic exploitation and vio- 
lent political instability. 
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Alyque Padamsee, advertising executive in 
Bombay who played Mohammed Ali Jinnah, 
founder of Pakistan, in the film Gandhi. 


I am a biography nut. Peter Cowie's 
Coppola grabs his subject by the shirt front 
and shakes him furiously. You not only 
gain insight into Coppola, the great movie 
director, but also Francis Ford, the vulner- 
able man with a heart as large as his hat. 
You learn that the creator of The Godfather 
was actually one himself to many young 
aspiring filmmakers. Coppola is the antith- 
esis of the Hollywood studio system. Like 
Orson Welles, he hates authority and has 
an impish sense of humour. 

Like a good movie Coppola sucks you in 
from page one and doesn't release you till 
page 238. I think Cowie deserves two 
Academy Award nominations, one for se- 
lection of subject and the second for using 
a multi-angle camera. The reader gets to 
see the dark side of the moon. 








Ton Nu Thi Ninh, Director, Department for 
International Organisations, Ministry of 
Foreign Affairs, Hanoi. 





I appreciated David Halberstam's com- 
ments in The Next Century. I was struck by 
his views about the US and the end of the 
"American century," especially his quote 
from Robert Taft describing the American 
century as "based on the theory that we 
know better what is good for the world 
than the world itself. It assumes that we 
are always right and that everyone who 
disagrees with us is wrong." 

It is my impression that American self- 
centredness may come in part from not 
having experienced, since the Civil War, 
the degree of human suffering that accom- 
panies war on one's own territory. 

Taft's pronouncement implies that each 
nation should know best what is good for 
its people. In the international human- 
rights debate, some countries seem con- 
cerned only about individuals being given 
the right to decide what is good for them. 
They tend to downplay the rights of na- 
tions. But what works at the individual 
level should also be applied at the national 
level. 





Neil Peng, senior columnist for The China 
Times in Taipei and co-author, with film 
director Ang Lee, of the script for the film 
The Wedding Banquet. 





1993 was the year of the biography. 
Among those popular in Taiwan were The 
1,000 Days of Lee Teng-hui by Chou Yu-kou 
and My Father, Deng Xiaoping by Mao Mao, 
Deng's daughter. 

Before martial law in Taiwan was lifted 
in 1988, the lives of famous people were a 
mystery. Now President Lee has come 
down to the people and personalised him- 
self. Lee's biography is full of bias. In the 
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US, well-written biographies contain many 
footnotes, but I couldn't find a single foot- 
note here. Writing a fair biography also re- 
quires interviewing many people, not just 
recording one person's views of himself. 
This book is a joke. 

Deng's biography is also popular be- 
cause by simply buying it, you demon- 
strate your independence. Having books 
on the shelf about communists breaks a 
taboo and makes you feel superior to the 
authorities. But I doubt many people have 
actually read this book. It's boring. 

Another book that could not have been 
written a few years ago is Sayings of Hau 
Pei-tsun. Now retired, Hau served as mili- 
tary chief of staff, defence minister and pre- 
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mier of Taiwan 1990-93. Here for the first 
time scholars have collected the sayings of 
a government official and used them to 
criticise him. More books of this type will 
be published in future. 





Tsang Yok Sing, Chairman of the pro-Peking 
Democratic Alliance for the Betterment of 
Hong Kong. 


I have just read Black Holes and Baby 
Universes and Other Essays, a collection of 
articles written by Stephen Hawking. It is a 
motley collection, ranging from sketches of 
Hawking’s personal life to lectures deliv- 
ered to academic audiences. 

This book is unlikely to become as 
popular as Hawking’s A Brief History of 
Time, but the autobiographical pieces will 
be of interest to anyone who wants to 
know more about Stephen Hawking the 
man, how he became one of the century’s 
greatest scientists, how he sees the future 
of our world and how he copes with his 
crippling disease. 








Masaru Yoshitomi, former chief economist at 
the Economic Planning Agency's Economic 
Research Institute. Presently, a senior 
executive at the Long-Term Credit Bank of 
Japan. 

In Reconcilable Differences? — United 
States-Japan Economic Conflict, by C. Fred 
Bergsten and Marcus Norland, we learn 
how Bergsten, a leading US advocate of 
free trade, has turned into an export-pro- 
tectionist, ie. a believer in "voluntary" 
import expansion. Bergsten’s arguments 
show how difficult it is for even a highly 
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intellectual economist to understand differ- 
ent capitalist systems, once the debate is 
coloured by US-Japan economic conflicts. 

John H. Dunning’s Multinational Enter- 
prises and the Global Economy is the first at- 
tempt to analyse systematically the causes 
of foreign direct investment by multina- 
tional companies, and the importance of 
government policy towards such com- 
panies. The attempt is timely because of 
the increasingly large share of intra-firm 
transactions in world trade. 





Zhang Guangtian, Chinese neo-Maoist 
rock'n'roll singer. 


The book that influenced me most this 
year was the Chinese translation of the au- 
tobiographical memoir, Qabus Nameh (Edu- 
cation of Qabus), by an 11th-century Persian 
feudal king. 

Qabus breaks down his education into 
44 headings, which he studies more or less 
sequentially. He starts with a chapter on 
“knowing the Holy God,” then takes up 
everything from medicine and astronomy 
to singing and courtship. There are chap- 
ters on pedagogy, statecraft and general- 
ship. Only in the last chapter does he come 
around to the study of “proper conduct.” 





Proper conduct has always been the . 


starting point, rather than the end goal, in 
Chinese education. The problem is that the 
definition of proper conduct changes, from 
Confucian to Red to Expert, according to 
whoever is in power at the moment. 

Maybe that’s why few Chinese ever 
manage to pull off a Qabus-in-reverse and 
proceed from proper conduct to a realisa- 
tion of a True God. In the Cultural Revolu- 
tion, Chairman Mao tried to show us how 
to proceed from deep faith to impeccable 
conduct. But revisionists hijacked the 
movement and stood Chinese education on 
its head again. 





Zhang Kangkang, Chinese “scar” literature 
author. 





Amidst all the pabulum, pot-boilers and 
hype of today’s over-commercialised liter- 
ary scene, Yu Qiuyu’s Bitter Journey of Cul- 
ture (Wenhua kulu) is a refreshing contrast 
— a serious work of history and social por- 
traiture that nevertheless attracts a mass 
readership. 

Yu, despite his relative youth (at 47, he 
belongs to the last university-educated 
generation before the Cultural Revolution), 
is head of the Shanghai Drama Academy. 
His solid historical and critical background 
makes his views of the contemporary cul- 
tural scene authoritative. Yet he maintains 
a fluent, lucid style and never descends to 


peflantry. That may be why his 300-page _ 


disquisition on manners, mores and liter- 
ary history, intellectually demanding as it 
is, has sold nearly 50,000 copies within six 
months of publication. L| 
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Mao portraits in Tiananmen Square. 
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Marking Mao's 100th Birthday 





Festivities cannot hide fact that he is now irrelevant 


ne hundred years ago this week, a boy 

named Mao Zedong was born in China to a 

well-off peasant family. Today, some 72 
years after he helped found the Chinese Commu- 
nist Party, 44 years after he established the People's 
Republic of China and 17 years after his death, the 
country is observing the centennial of his birth. 

Commemorative coins have been struck. Souve- 
nir pocket watches have been issued. His photos 
decorate dashboards of many taxis. And collectors 
in China and abroad buy up all the Mao badges 
they can get their hands on. There is even an entry 
in the Guinness Book of World Records for one of them, 
Wang Anyan, who has turned his home into a dis- 
play centre for a collection of 15,000 Mao badges. 

The official weekly Beijing Review, in commemo- 
rating Mao’s 100th birthday, had this to say: “De- 
spite the transformations that have taken place in 
the country, Mao’s lingering influence on modern 
society is an indispensable reality . . . In a nutshell, 
the position Mao Zedong holds in the minds of the 
Chinese is so paramount that he is seen as having 
become synonymous with the Chinese nation.” 

Such praise is understandable. After all, it was 
Mao who defeated the Kuomintang, reunited China 
and restored a sense of pride in being Chinese. As 
he proclaimed from atop Tiananmen Gate on 1 Oc- 
tober 1949 on the establishment of the People’s Re- 
public, “The Chinese people have stood up.” 

But though Mao should be accorded his rightful 
place in history, he seems almost irrelevant as China 
approaches the 21st century. Today Mao has be- 
come a historical figure, the symbol of an era past. 
As the Beijing Review acknowledges, “In the 17 years 
since Mao Zedong passed away, China has under- 
gone drastic changes in its economy, sense of va- 
lues, environment and ideological sphere.” 

Mao himself knew long before his death that his 
words, so ardently studied during his lifetime, 
would be twisted by others to suit their own politi- 

cal purposes. In a letter to his wife, 
Jiang Qing, in 1966, the year he 
launched the Cultural Revolution, Mao 
offered two predictions. The first was 
that the rightists would come to power 
after his death and justify their actions 
by quoting Mao himself. 

When Mao did die 10 years later, 
his uncanny vision was proven right. 
Within a month, Mao’s widow and his 
closest political associates were arrested 
while, one by one, victims of his Cul- 
tural Revolution returned to power. 
Foremost among them was Deng 
Xiaoping, who became China’s para- 
mount leader. And just as Mao had 

*said, Deng employed a Maoist dictum 
— “Seek truth from facts” — to justify 
his jettisoning of Maoist ideology. 

Mao’s second prediction was that 
the rightists would not hold power for 
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long. They would be overthrown, Mao was confi- 
dent, by people who would cite his other writings. 
As to the timing, Mao suggested that "the situation 
changes from a great upheaval to a great peace once 
every seven or eight years." 

The Dengist line has held sway now for 15 years. 
It is difficult to imagine ideological leftists ever re- 
turning to power in China. Indeed, China today is 
marked more by an absence of ideology than by 
ideological polarisation. 

In the last decade of his life, Mao was a paranoid 
megalomaniac who trusted no one. He was jealous 
of his power and got rid of one heir-apparent after 
another, going so far as to persecute Zhou Enlai 
even while the latter was on his deathbed. Mao has 
since been exposed as a womaniser and is said to 
have participated in group sex involving young girls 
until well into his seventies. His former physician, 
now living in the US, was the latest person to con- 
firm this in a recent television interview. 

Even though Deng reversed China's course by 
replacing class struggle with a pragmatic quest for 
higher standards of living, he has not sought to 
deny Mao's contributions. In fact, Deng has stated 
that without Mao's guidance the Chinese revolu- 
tion might not have been successful and the party 
might still be groping in the dark. 


munist Party assessed Mao thus: "Comrade Mao 

Zedong was a great Marxist and a great proletar- 
ian revolutionary, strategist and theorist. It is true 
that he made gross mistakes during the Cultural 
Revolution, but if we judge his activities as a whole, 
his contributions to the Chinese revolution far out- 
weigh his mistakes." This assessment, made by re- 
habilitated party leaders, shows that even victims of 
his persecution recognised his contributions. 

The very fact that Mao has been relegated to 
history, however, suggests that he is no longer rele- 
vant. It is only a matter of time before his mauso- 
leum at the southern end of Tiananmen Square is 
dismantled and Mao himself given a proper burial. 

Mao himself used to joke about the numerous 
statues of him all over the country. He complained 
about being made to stand guard outside official 
buildings and in public squares. It is thus difficult 
to imagine that he would have knowingly agreed to 
having his body embalmed, and for it to be gawked 
at by curiosity seekers. 

Indeed, there is no small irony in that the only 
leaders in modern times whose bodies have been 
embalmed and preserved were Lenin, Ho Chi Minh 
and Mao, all leaders of communist states who pro- 
fessed belief in science over religion and the inevita- 
bility of historical forces over the significance of in- 
dividuals. Yet these standard-bearers of progress 
and enlightenment became the 20th-century succes- 
sors to the leaders of ancient Egypt, mummified by 
their people. History, it seems, has its own ways of 
exacting its revenge. " 


l n a resolution on party history in 1981, the Com- 
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The Far Eastern Economic Review Asia 1994 Yearbook 


The Asia 1994 Yearbook, now in its 35th year, is the cumulative result of thousands of hours of on-the-spot 
reports, research and analysis, by the world's leading team of Asia-based Asia experts. It contains detailed 
information on 32 countries, from Afghanistan to Vietnam, as vast as China and as tiny as the South Pacific 
islands of Fiji. There are features on Population, Trade, Energy, Transport and Military Affairs, as well as an 
abundance of photographs, charts, tables and graphs. And in keeping with the rapid changes of the Central 
Asian republics, you'll find an enlarged section on the Russian Far East. 

No other volume can match The Yearbook's range, nor its expertise. It's everything you need to know 
about Asia today. Without the mystery. Without the myth. Order yours today. 






Please rush me the just-published ASIA 1994 YEARBOOK. 
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Penang’s investment strategy centres on training up more skilled workers for the island’s electronics industry. 


LABOUR 





Survival Lessons 


Malaysia’s Penang state fears a labour crunch and skills 
shortage will deter foreign investment. Its response has been to 
set up a privately funded worker-training centre. 


By Michael Vatikiotis in Penang 


eet Phyllis, a “Motorolan.” She 

joined the US electronics maker in 

1978, working on an assembly line 
in the Bayan Lepas Free Industrial Zone in 
the Malaysian island of Penang. Today she 
is learning electronic engineering, and 
hopes to become a technician. “Motorola 
pays for everything,” says Phyllis. “The 
company is good to me, so why change 
jobs?” 

What's good for Phyllis is good for 
Motorola, which wants to keep her and 
hundreds like her. It is also good for Pen- 
ang, which wants to hold on to the foreign 
industry it has, and, as important, attract 
more. Ín the struggle to remain competi- 
tive, however, Penang is swimming against 
a tide of scarce labour, rising wages and an 
under-skilled workforce. 

That's why Motorola joined other for- 
eign manufacturers in 1989 to establish the 
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Penang Skills Development Centre (PSDC), 
which is training Phyllis and others with 
minimal shop-floor skills to operate sophis- 
ticated machinery. The centre offers 
courses ranging from robotics to compu- 
ter-software training. In one classroom, 
shop workers cram for an exam in elec- 
tronic engineering. In another they tinker 
with scaled-down industrial robots. 

Motorola employs 2,600 people making 
communications equipment in Penang. It 
is one of 142 foreign electronics firms 
which employ almost 90,000 people in the 
state. But how long will these firms stay? 

Malaysia is nearing full employment, and 
wages are rising 8-10% a year, more than 
double the country’s sub-4% inflation rate. 
“They are paying themselves more and 
not investing in people the way neigh- 
bouring countries are,” says a senior ex- 
ecutive with a multinational company in 
Kuala Lumpur. 

Meanwhile, plentiful sources of cheaper 
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labour are opening up in China, Vietnam 
and elsewhere. Industrial analysts note 
that few of the multinationals operating 
here are listed companies, and could eas- 
ily depart. What's more, the domestic mar- 
ket is small and only marginally attractive 
to foreign manufacturers. Asks Boonler 
Somchit, who runs the Pspc: "The minute 
we can't supply a company like Intel 
Corp. with the workforce they require, 
what's to stop them moving to India or 
China?" 

Little, apparently. Malaysia has re- 
mained an electronics-manufacturing cen- 
tre since the early 1970s because it is a com- 
petitive place for manufacturing exports. 
Keeping it so, many believe, requires trans- 
forming the workforce. 

But it is a race against time. Penang's 
unemployment rate is under 3.4% and fall- 
ing. Says the head of a large electronics 
manufacturer in the island: "Labour costs 
will increase every year with the strength 
of the Malaysian currency. Soon the same 
language they are using about Singapore 
will be applied here." 

Penang is already feeling the pinch. Di- 
rect foreign investment in the first nine 
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months of 1993 shrank from a year earlier. 
The state's economic growth is expected to 
slow to 12% this year from almost 14% in 
1992. Tan Kim Pah, a senior officer with 
the Penang Development Corp. (PDC), the 
state agency that coordinates development, 
says offsetting the inevitable labour crunch 
will require boosting the productivity of 
the workforce. 

To do so, Penang is trying to build on 
the advantages that made it one of South- 
east Asia's most integrated industrial 
zones. The Penang Strategic Plan, pub- 
lished by the state government in October 
1992, stressed that to remain competitive, 
the state must move into "higher-tech, 
higher value-added, and capital and skill- 
intensive manufacturing." 

"We must move up the skills-and-tech- 
nology ladder," says Penang/s chief minis- 
ter, Koh Tsu Koon. His strategy is to focus 
on attracting new investment in higher- 
technology manufacturing, while continu- 
ing to service existing multinationals so 
that they re-invest. He estimates that Pen- 
ang needs more than M$1 billion (US$390 
million) in total investment over the next 
10 years to ensure annual growth of more 
than 7%. 

For Penang, therefore, “hi-tech” is less a 
buzzword than a lifeline. The state govern- 
ment hopes two decades in the electronics 
industry will convince foreign multination- 
als to site the next generation of automated 
manufacturing plants here, rather than in 
China or India. 

One thing in Penang's favour: advances 
in automation should reduce demand for 
labour in the long run. Motorola projects 
that over the next 10 years it will need 40% 
fewer workers than it does today. Chief 
Minister Koh argues that Penang’s hard- 
working labour force will make it easier to 
defray the increased capital expenditure on 
automation. "Engineers, technicians and 
operators are willing to work three shifts a 
day, so you squeeze the capital," he says. 
"You also make the most of production 
time before the technology becomes 
obsolete." 

At the same time, however, the indus- 
try will require a higher quality of worker. 
Most hard-disk factories, for example, 
employ stringent quality standards and 
use automated machinery that a worker 
must possess elementary computer and 
engineering skills to operate. US-based 
Intel stopped recruiting operators and 
technicians locally some five years ago, 
says Koh. Hard-disk manufacturer 
Komag, also of the US, employs some 400 
workers, 60% of whom are technicians 
and engineers. 

Here the whole of Malaysia faces a 
problem. Basic education is poorly distrib- 
uted. The literacy rate rose in the 1980s, 
but by 1990 was a still-low 79%. The pro- 
portion of Malaysians aged 20-24 in terti- 
ary education is only 7%, compared with 
30 DEC. 


1993 & 6 JAN. 1994 





Chief Minister Koh: investment strategy. 


16% in Thailand and 28% in the Philip- 
pines. 

More crucial, perhaps, is the mismatch 
of qualifications to demand. "The univer- 
sities are producing more arts graduates 
than technical degrees, and the situation 
has not changed over the past five years," 
says Boonler. In Penang itself, there are just 
four vocational and technical schools, and 
the number of students attending them 
actually declined from 2,067 in 1990 to 
1,426 in 1992. 

The Malaysian Government estimates 
that by the year 2020, the country will have 
produced only 2,308 engineers per million 
people. By contrast, much-smaller Singa- 
pore counted some 14,303 per million back 
in 1980. "At the pace we are developing 
human resources, we just can't meet the 
demand," says Peter Dasen, a member of 
the opposition Democratic Action Party in 
the Penang state assembly. 

This could explain why the state gov- 
ernment had little difficulty persuading the 
private sector to finance the PsDC. “Most 
companies in Penang realise that they must 
upgrade skills themselves and not rely on 
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Malaysia's falling unemployment 
rate indicates problems ahead 
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the government education system," says a 
local executive. 

The PSDC is unique in Malaysia (though 
other states are moving to copy it) not just 
because it trains shop-floor workers as 
technicians and engineers, but also be- 
cause competing companies pool re- 
sources to fund it. Each of the 51 partici- 
pating companies (only one or two are 
local) paid a one-time joining fee of 
M$20,000. 

"Some of these companies might be 
battling each other in the courts back 
home in the US, but here they are cooper- 
ating,” notes Koh. 

Motorola managing director Ko Soek 
King, a primary backer of the pspc, be- 
lieves training is the key to retaining work- 
ers amid a tight labour market. “If you 
keep training people, they won't leave 
you," she says. To date, the pspc has 
trained 8,236 workers. 

Local industry has been more difficult 
to convince. “Local businessmen feel that if 
their workers are upgraded they will leave 
for better jobs,” says Boonler. “They tell me 
that M$20,000 is a lot to spend on training, 
yet they don't blink an eye to spend 
M$600,000 on a new luxury car." 

The problem is that few local concerns 
realise the importance of human-resource 
development, says Alfred Teh, executive 
director of the Eng group, which makes 
precision machinery for the electronics in- 
dustry. "We have the people who can be 
upgraded in Penang, but it will take time 
and proper encouragement from the man- 
agement,” he says. 

Penang hopes a transformed workforce 
will also expand the island's regional role. 
No longer content simply to manufacture 
for overseas markets, the state govern- 
ment wants to expand the scope of invest- 
ment to encompass R&D, design and mar- 
keting. 

"Twenty years ago these companies 
came here to exploit our cheap labour," 
says the PDC's Tan. "This is no longer the 
perception. There is more local manage- 
ment, and a reverse flow of locally de- 
signed machinery and products." 

Motorola's Ko is already reaping divi- 
dends. A pager designed at her facility in 
Penang has spawned new production lines 
in China and India. And from this year, 
Motorola's R&D department in Penang will 
be run by an all-Malaysian team. 

But it is one thing to train a shop-floor 
operator as a technician, quite another to 
foster the sort of creativity that generates 
R&D and management skills. Just ask Lim 
Heng Jin, managing director of one of Pen- 
ang's newest investors, US hard-disk 
manufacturer Quantum Peripherals. Quan- 
tum decided to place its worldwide service 
centre in Penang partly because of the 
state's human-resource potential. Lim says 
the facility represents a totally different 
kind of investment for Penang because it 
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involves testing and analysis as well as as- 
sembly. 

The plant, scheduled to begin operating 
in early 1994, will require a much higher 
number of skilled technicians and engi- 
neers than a typical Penang electronics 
plant — but a much smaller workforce of 


around 250. Technicians and engineers | 


usually account for only 5% of the total 
workforce. In the new Quantum plant, 
they will comprise almost half. "We don't 
just want workers who work harder or for 
longer hours, but who work smarter," Lim 
says. 

Lim, who is from Penang, sees the 
Quantum investment as something of a test 
case for Malaysia. “What this country lacks 
is the product knowledge that contributes 
to design.” R&D accounts for only 0.8% of 
Malaysia's GDP, and Lim believes the shift 
from a “working workforce" to a "think- 
ing workforce" depends on the success of 
the skills upgrading Penang has embarked 
on. 

Critics say this process will take far too 
long, but at Motorola they are more opti- 
- mistic. "If you ask me whether we can sur- 
vive for the next 10 years, I believe so, be- 
cause this country will develop human re- 
sources," says Motorola's Ko. So far, says 
the ppc’s Tan, "We haven't had people 
come and talk to us and say they are off to 
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Cash Rich 


huge glass bull sits on the desk, 
A which is cluttered with reports from 

American investment guru Barton 
Biggs. The bull is charging straight ahead. 
It doesn't take much to fathom that the 
man behind the desk, a wealthy ethnic- 
Chinese businessman based in Kuala 
Lumpur, feels positive towards stocks. 
And so do many more Malaysians. 

This year, the Kuala Lumpur Stock Ex- 
change has enjoyed an explosive rise. Since 
the end of June, the exchange's Composite 
Index has soared by more than 52%. The 
businessman, an active trader, has profited 
from its climb. 

Is he bullish on 1994? You bet — and 
not only on the stockmarket. He says the 
market is responsible for so much money 
being pumped into the economy that GDP 
will hum along at better-than-expected 
growth levels throughout 1994. “There is a 
consumer-driven revival in Malaysia's 
economy," he says. 

He isn't alone. Some economists insist 
GDP will expand 8.5-9% in 1994. The 


. Finance Ministry predicts only 8.276, up 


slightly from 8% in 1993. 

Malaysia's current account is also im- 
proving. It is expected to show a surplus 
of M$511 million (US$200 million) in 1993 
and M$1.5 billion in 1994. In addition, the 
country expects trade surpluses of M$6.5 


billion this year and M$7.2 billion next. 


On top of this comes a take-off in con- 
sumer spending that some link to the good 
times in the stockmarket. About M$20 bil- 
lion has flowed into the market in the past 
nine months, much of it in investments by 
American pension-fund managers. The re- 
sulting rise in share prices has put an esti- 
mated M$10 billion in paper profits in the 
hands of small investors. Now they are cel- 
ebrating their winnings with purchases of 
cars, stereos and other consumer goods — 
one reason why Malaysia’s retailing sector 
is thriving these days. 

But many analysts and investors are 
worried about what will happen when this 
supercharger effect wears off. They point 
out that the fundamentals of the economy 
haven't changed much in the nine months 
since the stockmarket rally began. "If our 
stockmarket crashes, everything will be 
back to square one," the ethnic-Chinese 
businessman warns. 

Some brokers believe a big stockmarket 
correction may come by early 1994. In the 
meantime, the businessman argues, the 
best thing Malaysia can do is to transform 
the enormous cash generated by the stock- 
market rally into financing for infrastruc- 
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ture and other investment projects that will 
make the country more competitive. 

He says another alternative is to bolster 
incentives to increase the gross national 
savings rate, which is expected to fall to 
16.4% in 1994 from 23.3% in 1993. "The 
question is, will the money be used in a 
productive manner or is it going to be used 
in a speculative way" he says. Finding pro- 
ductive options for the cash is also crucial 
because direct foreign investment is still 
being lost to China and Vietnam. 

Some economists, though, disagree. 
They point out that Malaysia's banking 
system is flush with funds. The M1 money 
supply, which consists of private currency 
and demand deposits, grew 21.3% in the 
second quarter, compared with a 13.4% rise 
a year earlier. The broad-based M2 money 
supply grew 17.3%, marginally slower than 
the 17.4% year-earlier rate. 


Malaysian consumption 
expenditure grows 
% change from year earlier 
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But the businessman asserts this is a 
passing phenomenon tied to a stockmarket 
balloon that may burst. He says there isn't 
enough long-term capacity in the system 
to meet Malaysia's growing infrastructure 
and domestic financing needs. 

Local interest rates are providing only 
temporary relief. Interbank rates, which are 
hovering around 6.576 for one- to six- 
month bills, are expected to decline further, 
allowing companies to continue to borrow 
low-cost funds. 

But the businessman warns that Bank 
Negara, the central bank, won't permit 
overall rates to fall below 696 for fear of 
aggravating inflation. Malaysia's price 
front is relatively quiet, with consumer 
prices forecast to increase 3.8% in 1993 and 
3.5% in 1994. m Doug Tsuruoka 

30 DEC. 


1993 & 6 JAN. 1994 





AY SAGY19/9IHd VHD M3lA3H 





TRADE 


Goodbye, Gatt 


Asia welcomes creation of new world trade body 


By Shada Islam in Geneva 


sian nations believe the proposed 
A Trade Organisation (WTO), 

due to be created in 1995 as a suc- 
cessor to the Gatt, will help create a more 
predictable global trading environment. 
The new body, one of the products of the 
just-concluded Gatt Uruguay Round, will 
police trade and enforce multilateral trad- 
ing rules. 

“The organisation will have a firmer 
legal basis than the Gatt ever had,” Tony 
Miller, Hongkong’s director-general of 
trade said in Geneva shortly after the 
seven-year Round was finally brought to a 
close on 15 December. Its enhanced status, 
he predicts, will put the WTO on “a par 
with the IMF and the World Bank.” 

Asian exporters believe Gatt's tough 
new rules for settling trade disputes will 
render them less vulnerable to unilateral 
action by Western importers, in particular 
the so-called Section 301 actions by the US. 
"From now on we can resort to discussions 
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at the WTO if other countries threaten to 
impose sanctions," says Japan's Gatt 
envoy, Nobutoshi Akao. 

"The new dispute-settlement proce- 
dures will have more teeth than existing 
Gatt rules,” adds an Asian trade expert. 
For example, countries that ignore WTO 
rulings could face withdrawal of trade 
concessions. 

New anti-dumping rules included in 
the Gatt agreement also bring some relief 
to Asia. Countries that allege dumping 
will in future have to follow clearer guide- 
lines for deciding whether goods are be- 
ing sold at below-cost prices. They will 
also have to provide stronger proof of 
how domestic producers are being "in- 
jured" by imports. 

Japanese officials say they are especially 
pleased that attempts to tighten a contro- 
versial “anti-circumvention clause" in the 
dumping rules were dropped. Brussels and 
Washington had used this provision to 
impose anti-dumping fines on Japanese 
manufacturers based in the EC and the US 


that were judged to be producing goods 
using "dumped" components. "There is 
finally recognition of the fact that the world 
economy is really global," a Japanese trade 
negotiator notes. 

Japan, Hongkong and other Asian 
countries also welcomed the inclusion of a 
"sunset" provision, under which anti- 
dumping duties will lapse after five years 
unless they are re-justified. 

The decisions on dumping and the 
WTO are just two of the areas in which 
Asian nations believe the 500-page Gatt 
accord, despite some deficiencies, will 
benefit the region. "The agreement is a 
morale-booster . . . it will help Asian ex- 
porters by giving an impetus to the Euro- 
pean and American economies," says 
Singapore's Gatt envoy, Krishnasany 
Kesavapany. "We look at it as a victory 
for international trade," says Haron Siraj, 
the Malaysian negotiator. 

With almost a quarter of the world's 
US$3.6 trillion in merchandise exports to 
their credit (see chart), Asian countries ex- 
pect to gain substantially from the Round’s 
market-access package. Gatt economists 
predict that tariffs on industrial goods will 
fall by an average of 40%. Some goods, 
though — East Asian hi-tech products, for 
example — will benefit from duty cuts of 
50-70%. 

Indeed, talks on reducing tariffs are ex- 
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pected to continue until 31 March, holding 
out the prospect that the agreed cuts could 
be even deeper. Gatt members will be al- 
lowed to upgrade their concessions (but 
not backtrack) until the final act is signed 
by ministers in Marrakesh, Morocco, on 12 
April. 

“The results of the market-access pack- 
age could have been better,” admits Singa- 
pore’s Kesavapany. “But we have some 
time before us to get improvements.” 
Asians will be seeking more concessions 
for fishery products, tropical wood and 
textiles. 

In addition to the cuts, all countries par- 
ticipating in the Round have bound, or 
capped, tariffs covering over 95% of world 
merchandise trade. This means they can- 
not be raised except in special circum- 
stances and in return for some form of 
“compensation” for those affected. 

In agriculture, quotas and other non- 
tariff barriers will be converted into tariffs 
— providing transparency — which will 
later be progressively reduced. 
According to the Gatt secretariat, 
tariffs on farm products will fall by 
an average of 36%, with duties on 
tropical products dropping by 42%. 

The most dramatic market-open- 
ing moves came from Japan and 
South Korea, which lifted their tra- 
ditional rice-import bans. Japan will 
accept rice imports of 4-8% of do- 
mestic consumption for six years, 
starting from 1995. Gatt officials ex- 
pect this to make Japan one of the 
world’s largest rice buyers. South 
Korea agreed to import 1-2% of con- 
sumption, also from 1995. 

Cairns Group farm exporters, in- 
cluding Australia, New Zealand, 
Malaysia, Indonesia and Thailand, 
are looking forward to better access to the 
Japanese, EC and US markets. More im- 
portant, as the US and EC start a progres- 
sive reduction in their farm subsidies, thus 
raising prices, Asia-Pacific suppliers hope 
to win business in China and Russia, pre- 
viously monopolised by European and 
American exporters. 

“Our target was to get a clear set of 
rules for agriculture trade, to open markets 
and slash subsidies,” says Peter Cook, Aus- 
tralia’s trade minister and chairman of the 
Cairns Group. “We have achieved all these 
objectives.” 

On intellectual property rights, Asian 
wariness of the protections sought by the 
US and EC has given way to hope that the 
new rules will reduce unilateral arm-twist- 
ing by Washington and Brussels. Under the 
accord, patents will be protected for 20 
years; copyrights, for 50. "Let's say its a 
necessary evil," an Asian trade expert says. 
“We need to guarantee copyrights, trade- 
marks and patents if we want to attract 
foreign investments.” 

But there are also areas of acute disap- 


Composition of world merchandise 
exports by region, 1992 





pointment. India and Pakistan insist that 
developing countries ended up making 
much wider-ranging tariff cuts than either 
the US or EC. Pakistan’s ambassador to 
Gatt, Ahmed Kamal, says the deal will 
cost Islamabad “millions of dollars” in 
revenue. 

India and Pakistan also feel let down by 
the agreement to liberalise world textiles 
trade, chiefly by dismantling the 30-year- 
old Multifibre Arrangement (MFA). While 
both welcome the MFA’s eventual demise, 
they had called for a five-year phasing out, 
as opposed to the 15 years demanded by 
US and EC textile lobbies. The final agree- 
ment split the difference: 10 years. 

However, the phase-out will take place 
in three stages: importing nations will lib- 
eralise 16% of their textile imports on 1 
January, 1995; 17% in 1998; 18% in 2002; 
and the remaining 49% only at the end of 
the transition period, on 1 January, 2005. 
“We are very concerned about the uneven 
pace,” says Sanjoy Bagchi, executive direc- 
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tor of the International Textile and Cloth- 
ing Bureau, a Geneva-based body repre- 
senting textile exporters. 

One of the areas of biggest compromise 
was in services, included in the Gatt for the 
first time. Asian negotiators were clearly 
irritated by an 11th-hour transatlantic feud 
over audio-visual products and maritime 
trade that almost scuttled the Round. The 
much watered-down final agreement on 
services excluded both these areas, along 
with trade in basic telecommunication 
services. 

An even bigger fudge on financial ser- 
vices was also disappointing. Most Asian 
nations want quick access to the Ameri- 
can and European banking and insurance 
markets. But irritation was coupled with 
relief that Washington finally withdrew a 
threat to discriminate between foreign 
countries on the basis of the access they 
grant to American firms. Governments 
will now be able to negotiate "reciprocal" 
financial market-opening deals in the 18 
months before inauguration of the WTO. 
After that, they will try to enlarge the 
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Central and Eastern Europe 
and former USSR 2.576 


package to cover all other Gatt members 
during a six-month trial period. 

Judging the exact benefits of the Round 
for Asia will take time. But did the experi- 
ence draw the world closer together? "In 
the end, Japan and South Korea faced up 
to the challenge" by opening their rice mar- 
kets, says an Asian diplomat. "The Ameri- 
cans and the Europeans played the bullies 
with others . . . and just highlighted their 
abiding fascination with each other." 

Those sentiments suggest future nego- 
tiations may be just as fractious as the Uru- 
guay Round. And negotiations there will 
be: Gatt director-general Peter Sutherland 
has already signalled that he intends to 
present a report on trade and the environ- 
ment at the Marrakesh meeting. 

The report could set the stage for 
another division along developed-and de- 
veloping-country lines. While environmen- 
tal issues were kept out of the already 
unwieldy Uruguay Round, trade officials 
in Geneva say they will have to be a top 
priority for the wro. Two other is- 
sues are also climbing up the 
agenda: trade's links to competition 
law and labour standards. 

Asian negotiators were among 
those who initially resisted a 
"green Gatt.” They were troubled 
by US and EC lobbyists' calls for 
sanctions against nations without 
"sustainable" development and en- 
vironmental policies — for exam- 
ple, for preserving tropical forests. 
But attitudes are changing. "The 
subject is better understood now,” 
says Malaysian negotiator Haron 
Siraj. 

Bringing the emotionally 
charged issues of workers’ rights 
and labour standards into world 
trade discussions will be more difficult. 
“It’s an explosive issue," warns an Asian 
envoy. "It's subjective, like the unending 
debate about human rights." 

Both European and American industri- 
alists, especially textile makers, have ac- 
cused Asia of "exploiting" workers in a bid 
to win market share. In the EC, France is 
leading the campaign to make "social 
dumping” an issue for debate by Gatt and 
the WTO. 

With an eye on Japan, EC officials are 
also pressing for new rules on competition 
policy, including moves to ban cartels and 
closely monitor mergers and public mo- 
nopolies. “Asia will have to be careful, or it 
will find that all world trade fora are domi- 
nated by European and American concerns 
and priorities," cautions an Asian diplo- 
mat. 

To the relief of everyone, though, it 
seems unlikely that these and other issues 
will be negotiated under another Gatt 
mega-deal. “It may be better to tackle indi- 
vidual areas rather than risk play-offs,” 
says a weary Sutherland. " 
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VISION BANKING 
FOR A MODERN 
PHILIPPINES 


The Philippines is abundant with human and 
natural resources required for a country to become 
a newly industrialized economy. 


The Role of DBP 

As the country's leading development bank, the 
Development Bank of the Philippines provides 
medium and long term funds to agricultural and 
industrial enterprises. Key sectors of the economy 
identifiedare transportation, telecommunications, 
power, agriculture, education and health care. 


Modern Transportation 

A modern, growing economy needs efficient 
transportation to move people and goods to 
stimulate business activities. DBP is funding the 
modernization of transport assets: new buses, 
aircraft, oil tankers, shipping facilities, etc. 


Modern Telecommunications 

A modern society and-an expanding economy 
cannot function without adequate and efficient 
communications. 

DBP finances the expansion of telecom facilities 
and the installation of a satellite network 
nationwide. When fully operational, even the 


remotest provinces and the most distant industrial 
estates will be just one electronic pulse away from 
Metro Manila and the global market. 


Modem Agriculture 

DBP is deeply involved in the development of 
modern agricultural technology such as irrigation, 
waste recycling, smoke-curing for fish and meat, 
and cottage industries to improve the lives of our 
people in the countryside. DBP also assists farmers 
in shifting from the traditional rice and com to 
higher value cash crops like asparagus and cotton, 
as well as the development of new varieties of rice. 
Education 

The competitive edge of a newly industrializing 
country is honed by the familiarity of its workforce 
with modern educational facilities. Because of its 
assistance to higher education, DBP has helped 
developa highly qualified, computer-literate work- 
force equal to the challenge of modern business. 


Health Care 

A healthy workforce is a reflection of a healthy 
economy. DBP has packaged programs to address 
the medical and health needs of our people in the 
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countryside such as the acquisition of modern 
medical equipment for provincial hospitals. It is 
now possible for patients in some provinces 
particularly in Central Visayas to be treated at the 
lloilo Doctors' Hospital without need of costly 
trips to Manila. 


Other Modernization Efforts 

DBP is likewise engaged in providing financial 
support for the successful oil exploration in West 
Linapacan in Palawan, and in the upgrading of 
port facilities around the country. 


Partners in Progress 

As the country's premier development bank, DBP 
has cultivated a working partnership with other 
financial institutions which serve as retail outlets 
of its wholesale funds as well as with various local 
governments and NGO s which serve as catalysts 
for change in their regions. 

In the meantime, DBP continues to build up 
resources in order to ensure its continued viability 
and financial strength to fulfill its developmental 
mandate. 


Our success is your success. 
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Feeding Time 


Indonesia's Indofood appears ready for 





By John McBeth in Jakarta 
E ver figured out how many kilome- 





tres a ton of noodles will stretch? If 

you have, Indofood might like to 
know. The Indonesian concern, backed by 
a giant in-house flour-miller and a vast 
marketing network, is the world's largest 
maker of that Asian staple. 

Indofood's three major noodle makers 
— Sarimi Asli Jaya, Sanmaru Food Manu- 
facturing and Lambang Insan Makmur — 
account for 85% of Indonesia's noodle 
sales. Now, Indofood appears ready to go 
public. In February, say market sources, it 
will become the third member of the Salim 
group — Southeast Asia's largest conglo- 
merate — to seek a listing on the Jakarta 
Stock Exchange. 

“Indofood enjoys an enviable position,” 
says a source close to the company. “[The 
float] is probably a good way to start real- 
ising the goodwill the company has built 
up over the past years.” 

Not that Salim was ever a pioneer in 
the noodle business. Only Samiri Asli Jaya 
(circa 1982), in fact, is a Salim original. 
Lambang Insan Makmur began life as 
Supermie Indonesia, a family-owned 
operation started in 1969 and bought by 
Salim two decades later. Sanmaru was 
launched by the Jangkar Jati Group in the 
early 1970s and became part of a Salim 
joint venture in 1984 — a deal that indus- 
try sources say substantially increased the 
conglomerate’s distribution network. 

Last year, in Indonesia’s largest-ever 
corporate transaction, Salim grafted 
Indofood and Bogasari Flour Mills onto 
publicly listed Indocement Tunggal 
Prakarsa. The Rps 1.7 trillion (US$850 mil- 
lion) transaction, under which Indocement 
purchased Bogasari and acquired a major- 
ity interest in Indofood, more than dou- 
bled the size of the country’s largest ce- 
ment producer and made it the Jakarta ex- 
change's largest listing. 

Indocement paid Rps.12 trillion for 
Bogasari, the world's:biggest single com- 
mercial wheat buyer and. the dominant 
force in Indonesia's flour business. Accord- 
ing to most estimates, Bogasari supplies 
about 85% of the flour used by Indonesia’s 
instant-noodle makers. That flour, in turn, 
makes up about 55%, of Bogasari’s overall 
annual output, 4.5 million’ tons. p 

The Rps 777 billion that Indocement 

shelled out for à 5196 stake in Indofood 
represented 13.7 times Indofood's pro- 
jected after-tax earnings in 1992. At the 
time of the deal, Indocement director 
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Judiono Tosin projected that an Inflibod 
public offer would fetch a price-earnings 
multiple of 17. Market sources now feel 20 
or even 25 would be warranted. 

There's a problem, however. Indonesian 
stockmarket regulator Bapepam recently 
limited new-issue prices to 13 times cur- 
rent-year earnings. Analysts say that may 
prompt Indofood to downscale the 
US$300-500 million it originally intended 
to raise — then follow it with a rights is- 
sue. “It really depends on what they can 
get away with in terms of propriety," says 
one broker. ^If it's too much lower, then 
Bapepam would frown on it." 

Indofood may have several motives for 
the float. Analysts say Indonesia's high in- 
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Wheat makes flour, makes noodles — 
and Indonesia’s imports of it are rising 
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terest rates have the highly geared com- 
pany eager to retire part of its Rps 250 bil- 
lion in debt, most of it short-term. Some 
say it wants to continue making acquisi- 
tions, a means it often employs to avoid 
tax liabilities. Corporate researcher Wilson 
Nababan feels there may be another rea- 
son: to forge a connection with the cus- 
tomer. "Psychologically," he says, "I think 
they've reached a point where they feel the 
need for the participation of the public." 

Hoare Govett Indonesia calculates that 
Indofood contributed 41.3% to Indo- 
cement’s 1993 revenue, compared with 
37.7% from the cement division. The bro- 
kerage house says Indofood's percentage 
is likely to grow through 1995. 

Indofood comprises nine principal com- 
panies and 20 subsidiaries. Apart from 
noodles, the group manufactures confec- 
tionery, baby food, seasonings and sauces. 
It also markets snack products through a 
joint venture with Fritolay USA, a subsidi- 
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on supermarket shelves, noodles are its 
mainstay. Sanmaru and Sarimi Asli Jaya 
alone account for at least 75% of the na- 
tional market. Indonesia consumes an esti- 
mated 450,000 tons annually — or more 
than 5.2 billion packs, a huge increase over 
the 885 million produced in 1986. 

With eight brands in its inventory — 
including the immensely popular Indomie, 
Sarimi and Supermie — Indofood carefully 
adapted its noodles to Indonesia's diverse 
tastes. "That is our strength," says corpo- 
rate marketing service director Edgardo 
Velasco. ^For example, we have flavours 
that are sold only in Medan. We have a 
special formula for them and special pack- 
aging." 

Indofood's exports, accounting for less 
than 5% of its overall output, go mainly to 
Singapore, Australia, Hongkong, Brunei 
and Saudi Arabia. But while noodles may 
be what he calls a "reasonable" dollar 
earner, Velasco feels there are limits. "The 
margin for exports is slim because of the 
nature of the product," he notes. "You're 
really only shipping a lot of air and starch." 

While Indofood claims to buy its flour 
on a quota system and does not consider 
itself a preferred customer, most business 
sources agree that Bogasari provides a 
guarantee of supply that Indofood's com- 
petitors do not enjoy. The National Logis- 
tics Agency, Bulog, remains the sole legal 
importer of wheat, approving all of 
Bogasari's purchases, acting as distributor 
and establishing a set price for flour. 

Altogether, the Department of Industry 
now counts more than 30 noodle manufac- 
turers in Indonesia, with an installed ca- 
pacity of 550,000 tons a year. Among the 
more serious newcomers is the ABC 
Group, which made the transition from 
batteries to ketchup, drinks and sauces in 
the 1980s and last year entered the noodle 
market in a joint venture with Taiwan's 
President Enterprise Corp. Another major 
new competitor is Nissin Mas, a partner- 
ship of Nissin and Indonesia's Roda Mas 
Group that produces Japanese-style Nissin, 
Doraemon and Sasa-brand noodles. 

The entry of ABC and Nissin Mas has 
produced an interesting tie-up with 
Bogasari. Barely four months after the gov- 
ernment, in June, stopped requiring new 
investors to export 65% of the wheat they 
mill, Bogasari joined a Rps 200 billion con- 
sortium to build two new flour mills in 
Cilacap (Central Java) and Belawan (North 
Sumatra). Among its partners, each with 
2096 of the new venture, are ABC, Roda Mas 
and Citra Lamtoro Gung — the investment 
and trading group controlled by President 
Suharto's daughter, Siti Hardijanti Ruk- 
mana. iB 
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COMFORT IS SOMETHING THAT WED RATHER 
KEEP PERFECTLY QUIET ABOUT. 











WHERE WE MAKE OUR INVISIBLE INVESTMENTS, siste imest ra ME 


ments even during the R&D stage. CAD analysis is used to study how disturbances 
are generated and transmitted, and how to reduce them at their sources. Among Ms 

other improvements, this includes reinfofcing the engine block and the use of an c 
all-steel crankshaft. eHydraulic mounts suppress engine noise and vibrations. 
eVibration-damping sandwich-type steel sheet is used in the dash panel and strut | 
towers of the rear suspension. It consists of an asphalt sheet between two steel we a ohai sneer 
à " ^ ^ "D A = p ^ b B AS Shee! 

sheets in a unitary construction for effective damping of panel vibration and ie E ive 
N 7 x M = A oy GS Vibration Damping Steel Sheet - 
noise. eMulti-layered resin asphalt sheet is used in the floor panels. Using à B : "s 
h ; $ BS roamed Material 

three-layer construction, asphalt sheet is added to steel sheet, with a heat-hardened . a 
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commonly public row between a minister | 
and a senior bureaucrat. 
It began-on 17 December at the Minis- | 
try for International Trade and Industry | 
(Miti) with minister Hiroshi Kumagai de- | 
manding the resignation of Masahisa | 
Naito, head of the industrial policy bureau. | 
Naito, Miti's No. 2 civil servant, refused, 
declaring he would appeal to a tenti l 
board. The resignation order was later 
changed to demotion. 
Naito's alleged offence was to promote 
a Miti bureaucrat solely to boost the young 
man's chances of gaining a parliamentary 
seat. The man quit Miti in 1992 to run with 
the then-ruling Liberal Democratic Party | 
(LDP). According to the Nihon Keizai Shim- | 
bun, Naito was also accused of collusion | 
| 
i 





with petrochemical firms. 

Such squabbling in the ranks is unlikely | 
to help the four-month-old coalition gov- 
ernment of Prime Minister Morihiro Hoso- | 
kawa win consensus on how to cure Ja- | 
pan's recession. Despite Some recent victo- , 

fies, Hosokawa remains hamstrung. Par- | 
~Hamentary debate on political reform is | 
. deadlocked, and rumours abound that he | 
- will call snap polls. Then came news that | 
coalition power broker Ichiro Ozawa, co- | 
leader of the Japan Renewal Party (RP), is | 
ill and will rest for several weeks. That sent | 
Tokyo share prices plunging 3.6% on 20 | 
December, their biggest loss this year. | 
Amid all this, the Naito affair has ex- | 
posed some political undercurrents and | 
questionable practices. Japanese press re- | 
ports say Naito counter- -alleged that | 
Kumagai, also a former Miti staffer, jump- | 
started his own political career with a hasty | 
promotion shortly before he quit — a nor- | 
mal practice, according to several bureau- | 
crats. Kumagai, formerly with the LDP, is | SRI Rh 
now a member of Ozawa's JRP. | | © Burope/Africa/ US8150 
Moreover, Naito's allies say he is close | Middle East 
to Seiroku Kajiyama, a former LDP secre- | o 
tary-general and Miti minister who is still | 
influential. Kumagai's patron, Ozawa, once | 
held the same LDP post and opposes bu- - 
reaucratic autonomy. He's also a long-time | 
rival of Kajiyama. a j| 
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MEDIA 


Second 
Front 


Murdoch's StarTV cements 
links to India's ZeeTV 


By Jonathan Karp in Hongkong 
R upert Murdoch could hardly contain 





himself after his media flagship, 

News Corp., bought control of 
StarTV, the Hongkong-based satellite 
broadcaster, in July. But his comments 
about the power of the 
medium quickly landed 
him in trouble in China, 
StarTV's biggest market. 
Now, Murdoch has a 
new Asian television toy 
— and a humbler ap- 
proach. 

News Corp. is to buy 
49.9% of India’s popular 
Hindi-language station, 
ZeeTV, via the Indian 
company’s Hongkong- 
based operator, Asia 
Today, according to busi- 
nessmen close to both 
parties. News Corp. has 
declined to confirm the 
existence of the deal. However, the execu- 
tives say it values Asia Today well above 
the US$16.5 million that Indian investors 
and four foreign venture-capital firms put 
into the company just 18 months ago. 

The investment in ZeeTV will enable 
StarTV to solidify its strong market posi- 
tion in India. Gains there are now particu- 
larly important to Murdoch’s broadcasting 
ambitions, given his problems in China. 

ZeeTV has been a driving force behind 
the satellite-TV network’s success in India, 
having leased broadcast capacity from 
StarTV since October 1992. For ZeeTV, the 
deal secures satellite capacity and further 
validates the vision of its 43-year-old 
founder, Subhash Chandra. The Bombay 
start-up now becomes a partner, rather 
than just a paying tenant, in the StarTV 
world. 

The fact that neither StarTV nor ZeeTV 
would confirm the agreement several days 
after it was signed in Hongkong reflects 
the sensitivity surrounding Western media 
involvement in Asia. Like their Chinese 
counterparts, many Indian officials bgwail 
the influx of foreign programmes as the 
government tries &o regulate a sprawling 
cable-TV market. According to insiders, 
News Corp. wasn't planning to announce 
the ZeeTV deal until the new year to give 
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Murdoch: humbled by his China 
lesson. 


it time to liaise quietly with New Delhi. 
"The last thing Murdoch needs is another 
China situation," says an executive famil- 
iar with the negotiations. 

Indeed, Murdoch apparently retreated 
from his initial pursuit of majority control 
of Asia Today. Observers say he needed to 
show he recognises local concerns and can 
work with, rather than dominate, a local 
partner. The deal allows ZeeTV to retain 
its management and control of its program- 
ming and advertising operations. 

Before the News Corp. deal, Chandra 
and allied non-resident Indian investors 
controlled 5096 of Asia Today. The other 
half was held by four institutions: two units 
of the Banque Indosuez group; General 
Oriental, an investment arm of British fin- 
ancier Sir James Goldsmith; and a venture- 
capital unit of Jardine Fleming. However, 
, Chandra apparently 
* promised to buy back 
the institutions’ 50% 
stake, and negotiated 
alone with Murdoch's 
executives. “The institu- 
tions are extremely 
happy with their return,” 
says a finance executive, 
who described it as a 


the initial investment. 
Asia Today was set 

up in 1992 because 

Chandra couldn’t get a 


cast programmes pro- 

duced by Zee Telefilms, 
a company he chairs. Asia Today, which 
owns the ZeeTV name, paid StarTV a fee 
to broadcast Zee Telefilms’ entertainment 
programmes on one of StarTV’s AsiaSat 1 
transponders. This sub-lease cost Zee a re- 
ported US$5 million a year, about three 
times the market price for transponders. 
Asia Today also had to split advertising 
revenues with StarTV. 

Under the News Corp. deal, Zee 
Telefilms will remain the sole programme 
provider for 10 years to Asia Today, or, in 
other words, to ZeeTV. The agreement 
doesn’t prevent StarTV from seeking, as it 
is already doing, other Hindi-language 
programmers for additional channels tar- 
geted at India. 

Since it hit the airwaves 14 months ago, 
ZeeTV has become a phenomenon in India. 
It claims a penetration of about 8 million 
homes and some 40 million viewers, with 
advertising revenues amounting to US$2 
million a month. 

Zee Telefilms went public in September 
to a rousing stockmarket reception. Its 
shares, offered at Rs 30 (96 US cents), be- 
gan trading at more than Rs 80. Chandra 
plans to use the proceeds to set up a 24 
hour TV service for Asia, more production 
studios and programme sales to Indian 
communities in Europe and the US. a 
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POLICIES 


Manila’s: 
Gusher 


Refinery's privatisation 
aids Philippine reform 





By Rigoberto Tiglao in Manila 


hen 40% of state-owned Petron 

W Corp., the Philippines’ largest 

company, was put on the block 

in July, it seemed like an unavoidable sell- 

ing of the family jewels in order to pay off 
the government's mounting debts. 

Yet with the 15 December acceptance 

by the government of a US$502 million of- 





| fer by Saudi Arabian Oil Co. (Saudi 


Aramco), the country’s largest privatisation 
is turning out to be a breakthrough in 
President Fidel Ramos’ campaign to open 
up the country’s markets. 

The sale cuts to 40% the share of Petron 
owned by state-owned Philippine Na- 
tional Oil Co. (PNOC), putting oil refiner 
Petron beyond the reach of regulations 
governing public companies. The Ramos 
administration is now expected to put its 
deregulation programme for the oil indus- 
try into high gear. And despite efforts by 
some congressmen to stop the privatisa- 
tion, opposition has been unexpectedly 
muted. 

The lack of hostility has prompted some 
analysts to speculate that an end to the na- 
tionalist Filipino-first ideology could finally 
be in sight. Critics say this doctrine has sty- 
mied economic growth by impeding or 
eliminating foreign participation in strate- 
gic sectors. 

“There’s been a major change in senti- 
ment,” says Benjamin Diokno, a former 
chairman of PNOC. "Only a few years back, 
we felt that there was strong public senti- 
ment against selling even part of Petron to 
a big foreign oil company.” 

Saudi Aramco’s bid was 14% higher 
than the US$440 million floor price set by 
the government. Petronas, Malaysia's state- 
owned oil company, failed to match the 
lowest acceptable price with its US$421 
million offer. The bid of a third company 
— Westmont Holdings of Malaysia — 
wasn’t opened because necessary technical 
presentations weren't made. 

But not everyone believes the privatisa- 
tion of Petron is good for the Philippines. 
"The argument was that Petron needed a 
strategic partner — not to ensure crude-oil 
supply, as OPEC seems to be on the decline, 
but to provide it with state-of-the-art tech- 
nology," Diokno says. "Aramco, though, is 
not known to be an industry leader in oil- 
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refinery technology.” 

Congress is still holding hearings on the 
privatisation. Representative Joker Arroyo, 
a leading critic of the sale, argues that a 
"strategic industry like Petron, which was 
set up to be a counterweight to the rapac- 
ity of foreign oil companies, cannot be sold 
[to foreigners] without betraying the na- 
tional interest." 

In addition, a lawsuit filed by Repre- 
sentative Amado Bagatsing is before the 
Supreme Court, asking for the sale to be 
stopped on grounds that the government's 
mandate to privatise state companies 
covers only financially troubled ones. 
Petron has been the government's most 
profitable company. Its net income in 1992 
climbed 28% from a year earlier to P1.5 
billion (US$53.7 million). It held 43% of the 
domestic market that year, up from 34% in 
1986. 

Despite their high profiles, Arroyo and 
Bagatsing have received little support in 
their efforts to derail Petron's privatisation. 
Indeed, the privatisation effort has fuelled 
momentum in Manila to open up the 
economy, especially the banking and re- 
tailing sectors. For the sake of economic 
growth, many Filipinos are saying, laws 
safeguarding the dominance of sometimes- 
ineffective local companies should be re- 
pealed. 

One reason for the support of Petron's 
privatisation is President Ramos' strong 
backing of it. Unlike his predecessor, Cora- 
zon Aquino, Ramos is intent on privatising 
a major chunk of the oil refinery and liber- 
alising the oil sector. 

“If Petron were maintained as 100% 
government-owned, it would be bound to 
strict Commission on Audit regulations 
that would hamper its ability to respond to 
the market,” Finance Secretary Ernest 
Leung says. The Aquino administration 
believed the government should retain 
control of the oil refinery as a means of 
ensuring that a cartel couldn't be formed 
by Caltex Philippines, owned by Caltex 
Petroleum Corp. of the US, and Pilipinas 
Shell, 66.7%-owned by British Shell Petro- 


| leum, with the remainder being held by 20 


Filipino companies. 
Another reason for support is thé ex- 
pectation that Saudi Aramco will bolster 
Petron's earnings. PNOC officials argue that 
a foreign partner is necessary to improve 
competitiveness at the oil refinery, espe- 


| cially as the government plans to deregu- 
| late the oil industry in the next three years. 
| In addition, PNOC says Saudi Aramco has 


agreed to invest further to help Petron con- 
struct a P14 billion refinery to produce 
unleaded gas. E 
Some brokers say much of the positive 
response to Petron's privatisation is the re- 
sult of government plans to list 20% of its 
shares on the stockmarket in the first quar- 
ter of 1994. Petron's shares should be the 
hottest buy in town, they say. z 
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SOUTH KOREA 
Insurance Deregulation 


The Ministry of Finance said 
domestic life, non-life and car 
insurance premiums would be 
deregulated over a five-year 
period beginning in April 
1994. The ministry will initially 
establish a band for premiums, 
which will be fully liberalised 
by 1999. The move is expected 
to winnow out small insurers 
licensed before the 1988 entry 
of foreign insurers. 


Samsung Oversubscribed 


Samsung Heavy Industries' 
offering of 125 million shares, 
priced at Won 10,000 
(US$12.36) each, was 
oversubscribed 10.4 times, said 
underwriter Korea 
Development Securities. 
Brokers expect the shares to 
begin trading — in January or 
February — at around Won 
27,000. 








ABC 


VIETNAM 
LPG Joint Venture 


Hanoi has signed a US$15 
million joint-venture 
agreement with the Petroleum 
Authority of Thailand and 
France's Total to produce 
liquefied petroleum gas, the 
semi-official Vietnam 
Investment Review reported. 





logo: Vietnam debut. 


AusTV Agreement 

Vietnam Television said on 20 
December it has agreed to 
receive Australian 
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Broadcasting Corp.'s satellite 
service. The Hanoi-based 
network will be allowed to 
rebroadcast selected AusTV 
programmes for free, provided 
it airs sponsorship and 
advertising spots. 


Debt Rescheduled 


The Paris Club of Western 
creditor nations agreed on 
13-14 December to reschedule 
Vietnam's US$4.5 billion hard- 
currency debt. Eleven 
countries are prepared to 
cancel up to half Vietnam's 
debt payments. 


CHINA 

Peking Lobbies Gatt 
Peking said it will stop 
seeking re-entry to Gatt, and 
cancel tariff concessions made 
in the Uruguay Round, if it 
isn't admitted to the world 
trade body by 1995. Foreign- 
trade official Li Zhongzhou 
said China has met the 
Round's requirements but 
could pledge further 
concessions in future. 


Oil Contract Awarded 


Peking awarded oil- 
exploration rights in the Tarim 
Basin to a consortium of 
Exxon, Sumitomo and 
Indonesia Petroleum. The 
three will bear all costs and 
risks in exploring four blocks 
totalling 58,255 square 
kilometres, and share oil and 
gas finds with China National 
Petroleum Corp. The deal is 


Samsung Heavy Industries’ share offer draws good response. 





the first since Peking opened 
bidding on the Tarim this year. 





JAPAN 
Stock Issue Delayed 


The Finance Ministry said on 
17 December that it would 
delay until at least 1 April 
the partial privatisation 

of Japan Tobacco. The 
ministry said the Tokyo 
stockmarket is too weak to 
withstand the release of a 
large block of new shares. 


Toshiba Penalised 


The government on 17 
December banned Toshiba for 
one month from exporting 
integrated circuits to 27 
countries, including China and 
Russia, after the firm admitted 
providing advanced 
semiconductor technology to 
East Germany in 1986. The ban 
will have only a tiny impact 
on Toshiba’s sales, say 
analysts. 


THAILAND 
Regulatory Changes 


The government announced 
on 14 December tax cuts and 
revised regulations governing 
the Bangkok International 
Banking Facility. Among the 
changes: a cut to 10% from 
15% in the tax on interest oh 
loans originating in countries 
without double-taxation 
treaties with Thailand. 
Meanwhile, the Bank of 


FAR EASTERN ECONOMIC REVIEW 


v 
> 
= 
u 
= 
z 
o 





Thailand said it will soon 
allow foreign banks to open 
additional branches and 
upgrade units to full-branch 
status. 





PHILIPPINES 
Debt Issue Approved 


President Fidel Ramos 
authorised the issue of P220 
billion (US$7.9 billion) in 
government securities on 

20 December to finance 
settlement of losses incurred 
by the old central bank and 
capitalise the new monetary 
authority, the Bangko Sentral 
ng Pilipinas. 


AUSTRALIA 
Air Dispute Resolved 


Canberra and Washington 
resolved their dispute over 
Asia-Pacific air service, 
agreeing to allow two carriers 
from each nation to fly thrice 
weekly on the lucrative Japan- 
US-Australia route. Australia 
had cancelled a Northwest 
Airlines flight — and the US 
had vowed to retaliate in kind 
— after contending that the US 
carrier was violating an 
agreement limiting the number 
of passengers it could pick up 
in Japan and transport to 
Australia. 
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c OMEN my uu M 
International Reserves (5) 
Latest US$11.20b (Oct) US$20.38b (Aug) US$28.9b (Dec 91) US$8.37b (Oct) US$11.24b (Sept) US$98.20b (Oct) US$15.44b (May) 
‘Year earlier 


US$11.20b na. na. US$5.50b U8810.72b US$71.34b US$13.02b 
uso Sa /408$0.63b (Aug:Oct)-US§ US$1.05b(8) (lun 18927670 (Sept Nov) 
-US82 30b EN CEN 

AUS$239b —— — T — — 


Exports) 






















Latest 3 months US$e4.11b US$36.35b US$9.12b(8} 
% change previous 3 months +145 456 «12 
% change year earlier 410.2 +103 
coe 0 ion "unchanged 
D EIDEM E 
Jul 89-Jun 902100 Sept, 1992=100 Oct 89-Sept 90-100(2) 1982=100 Apr 88-Mar 89=100 1990=100 1990-100 
Latest 3 months index average 109.3 (Apr-Jun) 115.7111} (Sept) 138.2 (Aug-Oct) 255.0 (Jul-Sept} 146.7 (Aug-Oct) 106.9 (Jul-Sept) 113.5 (Ju-Sept) 
% change previous 3 months 304 e na. +21 40.4 +12 305 40.6 
+i 


+41.8 







% change year earlier. . «19 +45.7 +85 «58 
: ogee 
a) Official and other estimates of GDP IGNP i in China & Japan Mor fiscal year) e Consumer Price Index A (3) M2 or currency "ids bank deposits (4) To March. (5).IMF definition of reserves minus gold except for Singapore 
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SHROFF 


Auld Lang Syne 


What a year! Record stock 
prices, an avalanche of initial 
public offerings, an “austerity” 
plan in China, a new govern- 
ment in Japan, and a meeting in 
Seattle between Asian leaders 
and Hillary Clinton's husband. 
So much for the Year of the 
Rooster. Let's bid it farewell 
with our fun year-end quiz. 


1. We'll start with an easy one: the 
quote of the year. Who said this in Octo- 
ber? “After eight days in China, I’m tuned 
in, overfed and maximum bullish." 

A. Barton Biggs of Morgan Stanley 

B. His daughter, Fiona Biggs, of 

Dreyfus 
C. Bill Ebsworth of Fidelity 
D. Nury Vittachi of the REVIEW 


2. Who said this in November? "Mo- 
mentum investing is great stuff, but the 
craziness content about the magic of 
China is beginning to look like a bubble 
and smell like a tulip." 

A. Barton Biggs 

B. Fiona Biggs 

C. Bill Ebsworth 

D. Nury Vittachi 


3. What book landed Laura Tyson her 
job as chief economic adviser to Bill Clin- 
ton? 

A. Japan as Number One | , 

B. The Joy Luck Club 

C. Who's Bashing Whom? 

D. Rising Sun ‘ 





spacecraft. What does it rep- 

resent? 

A. A model of Malaysia’s 
new international airport 
at Sepang 

B. Malaysian kite 

C. Malaysia’s space defence 
against Australian bomb- 
ers 

D. Sky-high price levels of 
Kuala Lumpur stocks 





6. The Benpres building of Manila ty- 
coon Eugenio Lopez is notable because it: 

A. Was designed as a newspaper build- 
ing, with the editorial offices around 
the printing presses 

B. Was completely undamaged in the 
1991 earthquake 

C. Has a Japanese hall constructed as a 
Zen meditation centre 

D. Has a secret basement so that the 
Lopezes could hide from Marcos 


7. What is the “lucrative escape” 
clause for shareholders of Taiwanese 
bond funds in case of under-perform- 
ance? 

A. After two years, they can convert to 

shares of pachinko parlours 

B. They can buy new government 

bonds at a discount equal to the 
under-performance of the fund 

C. They can convene a meeting and 

decide to redeem their shares at 
original net asset value 

D. They can fire the fund manager 


E. Stop dreaming. Shareholders have 
no rights in Taiwan 


8. India’s Securities and Exchange 
Board wants to replace traditional badla 
(carry-forward) transactions in the stock- 
markets with a formal options and fu- 
tures market because: 

A. Badla financing massively amplifies 

speculative trading 

B. Badla just sounds bad to foreign in- 

vestors 

C. An embryonic options market al- 

ready exists in a dosa shop behind 
the Bombay Stock Exchange 

D. All of the above 

E. None of the above 


9. Nomura Securities Chairman 
Setsuya Tabuchi resigned in 1991 to ac- 
cept responsibility for his firm's disregard 
of rules against share ramping, churning 
and consorting with gangsters. Why did 
he make headlines in 1993? 

A. He became ambassador to Canada 

B. Prime Minister Morihiro Hosokawa 

asked his advice on what to do about 
reviving the Tokyo stockmarket 

C. He and Richard Nixon wrote a best- 

selling book — sold only in Japan — 
about their relations with Chinese 
leaders 

D. He served as a go-between in the 

aborted engagement of Sumo star 
Takanohana and starlet Rie Miya- 
zawa 


10. Which South Korean conglomerate 
professes to be streamlining its myriad 
business lines and yet wants to enter an 
entirely new line of business? 

A. Hyundai 





E. The Japan That Can Say 
No 


4. What do a Japanese ink 
maker, a metal smelter, a pa- - 
per manufacturer and a yo-. , 
gurt vendor all have in com- 
mon? 

A. They issued convertible 

bonds with warrants 

B. They were punished 

for making misleading 
statements on earnings 

C. They claim to have 

made progress in find- 
ing a cure for AIDS, 
boosting their share 
prices 

D. Their CEOs resigned 





5. Malaysia Airlines has a 





B. Sunkyong 
C. Kim Il Sung 
D. Samsung 
E. Wanchai MTR 


11. What large organisation 
is reaping huge profits in the 
timber and rubber industries 
along the Thai-Malaysian 
border? 

A. Sierra Club 

B. Communist Party of 

Malaysia 
C. China's PLA 
D. US Democratic Party 
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nifty ad depicting a giant 


“Love means never having to say you're sorry.” Who said that? 
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The University of Northern British Columbia (UNBC}, is a new university and the province's fourth publicly funded. With a 

PROGRAMME Chai R IN main campus located in Prince George, population 72,000, UNBC will offer a wide range of graduate and undergraduate programming 

INTERN ATION ALSTUDIES / in Arts, Science, Social Science and Professional programmes as well as research specifically targeted to meet the needs and interests 
of northern British Columbia. 





DIRECTOR OF THE This position holds the dual responsibilities of chairing the programme in International Studies and managing the Office of 
OFFICE OF international Programmes. 


| UNBC is organized on the basis of academic programmes (not departments), in orderto uphold the interdisciplinary mandate 

NTERNATIONAL of the institution. As Chair, you will report to the Dean of Management and Administration and will be responsible for communications, 

PROGR AMMES | organization, administration and other duties within the academic unit while retaining your scholarly commitment to research and 
teaching. UNBC will offer International Studies degree programmes at the graduate and undergraduate levels. 


As Director of International Programmes, you will report directly to the Vice-President (Academic) and you will establish and 
maintain the internationally-related activities of the university. The successful candidate will promote internationally-oriented teaching, 
research and conference activities, oversee student and faculty exchange programmes, and engage in fundraising and strategic planning. 
The director will pay special attention to relations with universities and communities in the Circumpolar North and the Pacific Rim. 


The candidate should be a senior academic with a record of significant scholarly achievement in the field of international 
studies, demonstrated academic leadership ability and dedication to the maintenance of high quality in undergraduate and graduate 
programmes. Applicants from all relevant academic disciplines areencouragedto apply. Expertise in dealing with international agencies 
and administering agreements is required. Exceptional administrative skills, including budget preparation, management ability and 


interpersonal skills are expected. Previous experience with the Circumpolar North or the Pacific Rim region is an asset. International 
travel will be required. 


The successful candidate will be expected to be appointed at the rank of Professor with the initial Chair appointment set at a 
‘three year (renewable) term. 


NIVERSITY 
U : The selection process will commence on January 31st and will remain open until this position is filled Please forward your 
MULT atm resume and the names and addresses of three references, to: Director of Human Resources, University of Northern British 
AREER Columbia, P.O. Bag 1950, Station A, Prince George, BC V2L 5P2. Fax (604) 960-5695 
I ACCORDANCE WITH CANADIAN IMMIGRATION REQUIREMENTS, PRIORITY WILL BE GIVEN TO CANADIAN CITIZENS AND PERMANENT RESIDENTS OF CANADA. The University oF NORTHERN 
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( THE ALL NEW, COMPLETELY REVISED AND UPDATED E 
CHINA PHONE BOOK & BUSINESS DIRECTORY 
1994 January - June Edition 
À vital reference for anyone interested in doing business with China 
Published semi-annually to maintain the highest degree of accuracy possible ... 
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1994 Autumn/Winter Edition - Jan-June (Available in July 1994) 
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© Over 17,000 listings of significant organizations in China 

* Lists of relevant Chinese organizations, foreign companies & joint ventures 
Bilingual listings in English and Chinese 
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© Classified by provinces and categorized by major industry groups 

9 Unique classified pages 
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Card No.: 


C Date Expiry : Signature: E. 
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Akaji Maro 





Dancer Who Extracts 
Beauty From Ugliness 


One of the founders of the ‘dark soul’ form of dance in 
Japan says he is 'always searching for ways to make 


By Jonathan Friedland 


kaji Maro has appeared on stage in 
A a taffeta gown and fright-wig. He's 

been seen as a blue-tinted Saint Se- 
bastian and a grizzled madman. And he's 
played the role of a walking fertility god, 
replete with a giant ceramic penis. "I have 
a huge nihilism within me," says Maro, the 
50-year-old director of the Japanese per- 
formance group, Dairakudakan. "But I am 
also a humorous guy." 

Maro is one of the country's foremost 
practitioners of ankoku butoh, the "dark soul 
dance," created in the 1960s by choreogra- 
phers Kazuo Ono and Tatsumi Hijikata. 
Combining elements of German Expres- 
sionism and Japanese kabuki, butoh derives 
its beauty, well, out of its hideousness. 

Dancers, often doused chalky white, 
contort themselves in deliberately unna- 
tural postures while violence, sexuality, 
horror, chaos and bad taste are the ex- 
pected norm. 

Maro has distinguished his 21-year-old 
troupe, whose name means "The Great 
Camel Battleship," by injecting campy hu- 
mour and breathtaking spectacle into 
butoh's usually grim proceedings. 
Dairakudakar's latest extravaganza, Ugetsu 
— Hell Rising to Heaven, is a typically epic 
vaudeville, recreating Japanese history 
through a series of hallucinatory tableaux. 

Ugetsu starts with ghostly spirits writh- 
ing around on chains connected to giant 
sails composed of Japanese fans. The su- 
pernatural is replaced by farmers, sheathed 
in rice husks, who perform a Raggedy Ann 
dance. Next comes the Taisho era where 
dishevelled figures interact randomly, 
brandishing umbrellas, pushing each other 
over, sitting down, standing up. 

Then, in a startling set-piece, the Em- 
peror Hirohito and Gen. Douglas Mac- 
Arthur appear, swaying gently before fall- 
ing to the floor and rolling around to- 
gether. Maro, who appears during Ugetsu 
in a variety of guises, ends up the nearly 
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things more meaningless’ 


three-hour show as a kind of kabuki drag- 
queen comported in circles on a motorbike 
sidecar, a grotesque manifestation of mod- 
ern-day materialistic Japan. 

“My work has become more violent, 
more radical,” says Maro, a muscular, com- 
pact man who wears his reading glasses 
halfway up his shaven head. “I like to set 
bombs. Not physical ones, but ones that 
tap the spirit, that tap into chaos.” 

"| am always searching for ways to 
make things more meaningless," he says, 
lighting up another French cigarette. His 
tatami room, which holds a suit of armour 
and a model of a human brain in a bowl, 
clouds with smoke. “In fact, I am thinking 
now about creating a festival without a 
god, one without a purpose, but in the 
Japanese style." 

Maro's father was a Japanese soldier 
who was killed in Tinian during World 
War II; his mother committed suicide 
shortly afterwards. The young Maro grew 





Poster for a Dairakudakan performance. 
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up with one relative after another. "I was 
not an obedient child," he says. 

For a while, Maro tried to make a living 
dealing in rice on the blackmarket, but he 
launched the endeavour just as the Ja- 
panese economy was finally beginning to 
recover from the destruction of war. A 
travelling theatre troupe drew him into 
Tokyo where he joined the pioneering Jokyo 
Gekijo, or Situation Theatre. 

"Rather than traditional theatre, it was 
Western theatre that attracted me," says 
Maro. "Japanese people have strange sen- 
timental ideas. They want to be foreigners, 
to have a big nose and blue eyes." 


airakudakan came to be in 1972. 
D Maro recalls: “It was a family fight, 
just as is the case when you don't 
like the way someone else is eating rice. It 
wasn't ideological. I just wanted to do 
something that was not kabuki, not noh, 
not butoh, not anything in particular.” The 
group made a splash quickly; its first ma- 
jor performance, Saint Testicles, in 1974, 
won it a Japan Dance Critic Society Award. 
Although its membership has changed 
frequently over the years, Dairakudakan 
maintains a loose communal lifestyle more 
akin to the 1960s than the grim conformity 
of urban Japan in the 1990s. When not 
practising for Dairakudakan performances, 
Maro's flock are the resident demons in 
the haunted house at Tokyo's Korakuen 
amusement park. 

Venerated as one of butoh's founders in 
Japan, Maro nowadays flirts with respecta- 
bility. Dairakudakan, for instance, gets sup- 
port from big companies and the Ministry 
of Education. At the end of Ugetsu, Maro 
was handed bouquets of flowers by a suc- 
cession of prim women and besuited men. 
While nodding appreciatively as Japanese 
performers do, Maro in the end couldn't 
quite contain himself. In a mockery of his 
previous humility, he flung the collected 
tribute into the air, showering his perform- 
ers with a mass of petals and branches. W 
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BANGLADESH 


A NEW HORIZON FOR PROFITABLE 
FOREIGN INVESTMENT 


Surprised? Well, don't be. Bangladesh is a land of opportunity for foreign investors. As the 21st century 
approaches, Bangladesh, with its vast and diverse economy, is poised to become one of Asia's key eme. ging 
industrial locations. 


Bangladesh offers a wide array of attractive incentives that will best serve your needs. But what makes 
Bangladesh unique is a young, highly adaptable work force and a strategic location at the doorstep to markets in 
both the East and West. Together these features and the country's liberalized investment and economic policy 
reforms combine to make Bangladesh the lowest-cost production base you will find anywhere on the globe. 


Take a look at just a few of the benefits we offer to help your business grow: 


egenerous tax holidays 
«opportunities in virtually all industry sectors 
erelaxed foreign exchange controls 
eunlimited equity participation with no approvals necessary 
«easy access to work permits 
esimplified administrative procedures 


And many more incentives and programmes, all designed to make it easy for foreign investors to take advantage of 
opportunities for business growth. 


There's never been a better time to invest in Bangladesh! 


For more information contact: 
Executive Chairman 


Fax: 880 (2) 833 626. Telex: 642 212 BOI BJ 


Board of Investment 
Prime Minister's Office 
Shilpa Bhaban, 91, Motijheel C/A 
Dhaka, Bangladesh 





As the rare butterfly must 
majestically spread its wings to show 
ifs beauty to the world, so Asiana is 
expanding its services around the globe. 

Of course, we will never forget our 
origins in South Korea where we "first 


established our reputation for hospitality 


with domestic flights throughout the 


country. By paying strict attention to 
service, we began to soar above all others. 
Having achieved our primary goal, 
we expanded our network beyond Seoul, 
to include other major cities in Asia. 
Now with our Trans-Pacific service 
to Los Angeles, San Francisco, New 


York and Honolulu, and planned routes 





to other parts of the US and Canad 
Europe and China, we are all set 
achieve our most important goal. 

To spread the warmth of Asiana's 


smile around the world. 


hy 4 
g A The Jewel of Asia 
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Global strength, local commitment... 


Castle Peak Power Company Limited 


A Limited Liability Joint Venture Companyaf. 


= . @ 


Exron Energy Limited. China Light & Power 
Company, Limited 


Private Placementof 
U.S. 72,500,000 
Senior Notes Due 2003 


Sole Agent 
MORGAN STANLEY & CO. 
feos 
August 3993 


U.S. 02,500,000 
Whorf Capitai International (1993) Limited 


5% Convertible Subordinated Guaranteed 
Bonds Due 2600 


convertible into shares in and guaranteed ato 
principal and interest on a vubardinoted basis by 


The Wharf (Holdings) Limited 
Lead Managed by 


MORGAN STANLEY INTERNATIONAL 
fuse 95 


65,000,000 Shares 


The Wharf (Holdings) Limited 


Ordinary Sharer 
Price H.K. 819.502 Share 


Sole Managed by 
MORGAN STANLEY INTERNATIONAL 
Aprit 1993 


U.S. $300,000,000 
New World Development (BYU) Limited 
Prk Convertible Guaranteed Bonds Due 2000 


eynpertible into shares in and unconditionally and irrevocably 
guarantend by 


New World Development Company Limited 
Lead Managed by 


MORGAN STANLEY INTERNATIONAL 
December 1893. 


U.S. $150,000,000 


Johnson Electric Holdings Limited 


da% Convertible Bonds Due 2000 


Load Managed by 


MORGAN STANLEY INTERNATIONAL 
Nowember 1993 
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U.S. 8300,000,000 


Sun Hung Kai Properties Finance 
Cayman Limited 


54% Guaranteed Bonds Due 1998 
unconditionally and irrevocadly guaranteed by 


Sun Hung Kai Properties Limited 


dead Monah by 
MORGAN STANLEY INTERNATIONAL 
November 1993 


U.S. 05,000,000 


Guangzhou Investment Convertible Bond 
(1993) Limited 


At Convertible Guaranteed Bonds Due 1998 


convertible into shares in and guaranteed by 


GUANGZHOU INVESTMENT COMPANY LIMITED. 
RES KAMA 


Lead Manuged by 
MORGAN STANLEY INTERNATIONAL 
Octaber 1989 


MORGAN STANLEY ASIA LTD. 
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U.S. $460,000,000 


Henderson Capital International Limited 
Mandaterily Convertible Guaranteed Bonds Due t948 
guarantend by 


Henderson Land Development 
Company Limite 


and convwrtiove into shames of 


Henderson China Holdings Limited 


Lead Managed by 
MORGAN STANLEY INTERNATIONAL 


8,100,000 Shares 


China Tire Holdings Limited 


Initial Public Offering 
Price US. S7 a Share 
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U.S. $200,000,000 
National Power Corporation 
TAS Guaranteed Bonds Due 2000 


anenmditiongllg und irrecepubly guaranteed hy the 


Republic of the Philippines 


Lend Manage by 
MORGAN STANLEY INTERNATIONAL 
Movember 1993 


U.S. 8100, 000,008 
HKR International Limited 
45% Convertible Bonds Due 2000 
Lead Managed bx 


MORGAN STANLEY INTERNATIONAL 
October 1993. 


E.S. $175,000,000 
P.T. Indah Kiat Pulp & Paper Corporation 


Kt Senior Secured Notes Due 2000 


Side Managed be 
MORGAN STANLEY INTERNATIONAL 
October 1883 


China Strategic Investment Limited 


hus placed Gi million nea eharexat HASED per share 
thn investor group inctuiding 


Morgan Stanley Group Inc., 
Search International Limited 
ond 
Itochu Corporation 
for aggregate consideration af ARSITA million 

The ndersiged acted os Dugesia adame to 
‘Chime Strategie [ncogtsent Limited in metion witk His Pasata. 

MORGAN STANLEY ASIA LTD, 
Ape 19390 
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Anheuser-Busch International, Inc. 
Aapsequieed 
a% interestin 


WAWCAEU SIZE 


TSINGTAO BREWERY COMPANY LIMITED 


The undersigned acted a nancist edoser to 
Anheuser-Busch international Inv. in this transaetion, 


MORGAN STANLEY ASIALTD. 
July Egi 


... Over U.S.$2.5 Billion Raised for Asian Issuers in 1993. 


MORGAN STANLEY ASIA LTD. 








LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503-1530. 





Don't Cry for Benazir 

Whom is Ahmed Rashid trying to fool [No 
Easy Cure, Dec. 2, 93]? Most of the evi- 
dence quoted in this article has little rele- 
vance to the facts. Benazir Bhutto may 
hope to get a big chunk of money from the 
International Monetary Fund very soon, 
but will that check or will it add to the 
country's economic woes? 

Pakistan's future depends on far more 
than how long Prime 
Minister Bhutto man- 
ages to stay in office. 
We Pakistanis now 
living abroad would 
like to know what 
actually happened in 
our country during 
1993? It seems that just 
as Pakistan had a 
government in place 
that had begun reform- 
ing the economy, liber- 
alising foreign ex- 
change, boosted incen- 
tives for foreign invest- 
ment and in general 
improved the eco- 
nomic environment, it 
was all taken away. 
The whole crisis seems 
to have been designed 
to send the signal that Pakistan is not a 
safe place to invest. 

MANSOOR AHMED KHAN 
Oswego, Oregon 


Who's in charge? 


Word Games 

In his December 9, 1993, 5rH COLUMN [The 
Slow Boat to Reform], Woo Wing Thye 
argues that a main difference between 
China's and Poland's respective perform- 
ance in the early stages of reform has to do 
with the initial conditions encountered. But 
these initial conditions alone are not suffi- 
cient to explain China's success. 

An important reason for China's suc- 
cess has been its reform policies. The big- 
bang approach in Poland and the Czech 
Republic involved the quick transfer of 
property rights, sudden decontrol of prices 
and trade liberalisation. By contrast, the 
approach adopted by China, Vietnam and 
Laos has been more incremental. In this 
latter approach, issues related to se- 
quencing and designing policies were 
critical. 

In 1978 China began to reform its agri- 
cultural sector by replacing large com- 
munes with a system of small-farm leases; 
as a result, farm output surged by over 8% 
per year until the mid-1980s. In the early 
1980s, the focus shifted to rural light indus- 
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try, which began to absorb much of the 
labour force released by productivity im- 
provements in agriculture. Step by step, the 
pricing and financial arrangements govern- 
ing the old state enterprises were also ra- 
tionalised. As Professor Woo rightly ob- 
serves, China has done best in areas where 
reforms have been the most radical. But 
though radical these reforms were not big- 
bang. They were incremental. 

Broadly speaking, 
this Asian approach to 
reforming post-socialist 
economies involves im- 
plementing most as- 
pects of micro-eco- 
nomic reforms (price 
reform, enterprise re- 
form, and reform of the 
legal framework under 
which enterprises op- 
erate) before macro- 
economic reforms. This 
approach differs not 
only from the big-bang 
approach but also 
from the "standard ap- 
proach" of the World 
Bank and International 
Monetary Fund, which 
places macro-economic 
reforms first. The Asian 
approach has been instrumental in devel- 
oping relatively efficient commodity mar- 
kets and in eliciting quick supply responses 
by helping to establish market-oriented 
enterprises capable of responding to mar- 
ket incentives. It also reduced the social 
costs of adjustment by generating supply 
responses rather than demanding belt- 
tightening measures. 

Initial conditions do matter. But the 
point that Professor Woo does not fully 
emphasise is that policies matter too and 
the reformists who were responsible for 
these policies thus deserve credit. 

PRADUMNA B. RANA 
Senior Economist 

Asian Development Bank 
Manila 
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Yankee Panky 

With regard to your December 2, 1993, edi- 
torial [Jiang’s Lecture], assuming China’s 
most-favoured-nation status is revoked, 
what do you think the Chinese would do? 
For certain, they could take up (Malaysian 
Prime Minister) Mahathir's call to join the 
East Asian Economic Caucus, an Asian- 
only economic group. With its potentially 
huge China market, other Asian nations 
(Japan included) might eventually decide 
to join lest they be shut out. By then, the 
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US. would find that it had shot itself in thet 
foot by helping to create the group. 
Z. CAI 
Auckland 





Members Only 

With regard to your December 2, 1993, 
article Balance of Power, your writer made 
an error in stating that one must first be an 
elected member of parliament to become a 
minister in the Malaysian cabinet. An MP, 
yes, but elected, no. One can be from the 
Upper House (Dewan Negara), whose 
members are nominated — also known as 
senators. The constitution does provide for 
this. 

Indeed, a number of Malaysian prime 
ministers have utilised this provision in the 
constitution. The first prime minister, 
Tunku Abdul Rahman, appointed Tan Sri 
Ghazali Shafie as a minister in his cabinet 
by first nominating him as a senator in the 
Dewan Negara. Similarly, Tun Daim Zai- 
nuddin was also a senator prior to his be- 
coming a finance minister. 

DR. BAHAR MUNIP 
New Delhi 


Missed Missile 

The photo included in your INTELLIGENCE 
[Dec. 2, '93] item Patriot Game is not that 
of a Patriot. It’s an MLRS, or Multiple 
Launch Rocket System. Loral Vought is 





and has been the prime contractor for this 

system for years. We are working very 

closely with Taiwan but this does us a dis- 
service. 

ROGER T. MacLEOD 

International Business Development 

Loral Vought Systems Corp. 

Dallas 





Correction 

In our story on South Korea's cabinet 
reshuffle [Ritual Sacrifice, Dec. 30, '93 & 
Jan. 6], the name of the outgoing environment 
minister was misspelled. Her name is Whang 
San Sung. 


JANUARY 13, 1994 





JANUARY 13, 






we could not help but notice the commercials and 


W hile in the Philippines for the Christmas holidays, 
news clips centred around the country's many 


1 overseas workers. In one tearful plug for the Philippine | 


phone company, a little girl persuades her mother to make 
-a Christmas call to her dad, who is working in a far-off land 


to support the family. And no less than President Fidel | 
Ramos was on hand at Ninoy Aquino International Airport | 
to greet many of these workers arriving for their holiday | 


visits home, hailing them as “modern-day heroes." 


Certainly the many hundreds of thousands of Filipinos 


: -who have gone overseas deserve the gratitude of more than 


just the families they support. Whether working as maids in | 
Hong Kong, construction workers in Saudi Arabia or com- | 


| puter programmers in Singapore, the foreign-exchange re- 
mittances sent home by these workers are expected to 
amount to almost US$2 billion in 1993. To put that in per- 
spective, this is more than the receipts generated by tourism 
and about 15% of the budget Mr. Ramos just signed. We 
just find it sad that these Filipinos have to go abroad to find 
work when so much remains to be done at home. 

For the key to jobs — and the key to the Philippines' 
future — can be summed up in two words: foreign capital. 
In Hong Kong, for example, foreign companies are largely 
free to enter and unemployment is unheard of. In contrast, 
the percentage limits and regulatory restrictions imposed 


tively preclude development in a host of areas. Most of this 
is the sorry legacy of the disastrous Filipino First policies 
that over the past three decades reduced the Philippines 
from the second-richest nation in the region to "the sick 
man of Asia." Even today these voices from the past can be 
heard, such as Sen. Ernesto Herrera's complaint that Mr. 
Ramos is selling off too much Petron stock to foreigners. 

Although Mr. Ramos' Philippine 2000 report probably 
errs on the optimistic side in projecting the return of all 
overseas workers by the turn of the century, he has taken 
far more steps than his predecessors to reverse the perverse 
incentives now driving Filipinos out of their own country. 
Recently he has said no to a proposed ban on sugar imports, 
has taken steps to break up the telephone monopoly and 
has moved to allow foreign banks more access to the coun- 
try's protected market. We would further suggest that if Mr. 
Ramos wants to take on big barons such as Fortune Tobac- 
co's Lucio Tan, he would do everyone a service by ending 
their protection against foreign competition rather than 
sending his tax dogs after them. 


EDITORIAL 


ilipinos First — Or Last? :- 


Bringing the overseas workers home 






wo Hi 


| ating the conditions whereby a maid in Hong Kong earns 
| more than a bank executive in Manila. Filipino First, says 


| 


Mr. Solivan, should really be called, “Filipino Last and Al- 
ways.” Until the Philippines becomes more open, Filipinos 
a 


| will continue to be valued more abroad than at home. 
Birth of a Nation 
China proposes eugenics policy 
e were hardly surprised to see China's Ministry of 


Public Health propose a bill designed "to avoid 
new births of inferior quality people and heighten 


| the standards of the whole population." After all, this is the 


same government that tells couples how many children they 
can have, when they might have them and backs it up with 
all the powers at the state's disposal. What surprises us is 
how forthcoming it has been about its goals. 

To be sure, China soon realised that it had probably spo- 
ken too bluntly, and so a week after the official Xinhua 
newsagency reported the original "Draft Law on Eugenics 
and Health Protection" the ministry announced that the pre- 


| ferred English translation was the "Natal and Health Care 
| Law.” And it added for good measure that “the essence of 
| China's better births policy is totally different from the racist 
on foreign investment by the Philippine Constitution effec- | 


} 
| 
| 
| 
| 
| 
| 
| 
| 
i 
| 
i 
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'eugenics' policy pursued by Adolf Hitler during the Third 
Reich." How China's policy differs is not entirely clear, espe- 
cially given China's record of coercion. 

Indeed, although China insists that women will not be 
aborted against their will, the word "voluntary" also appears 
to have a different meaning in Beijing's vocabulary. In a June 
interview with the German financial daily Handelsblatt, for 
example, the minister of the State Family Planning Commis- 
sion, Peng Peiyun, admitted that ^we in China consider it to 
be persuasion and reasoning until [the mother] agrees." And 
in Steven Mosher's new book, A Mother's Ordeal, a Chinese 
nurse tells how she locked women in a woodshed until they 
submitted or were dragged screaming to the operating table. 


| What Chinese woman will trust her doctor if she knows his 


primary responsibility is not to help her but to enforce the 
state's population directives? 
Now, other societies have wrestled with the admittedly 


| difficult issue of children likely to be born with serious ail- 


In theory restrictions on foreign competition were sup- | 
| with governments that practice eugenics, today's world is 


posed to foster the development of indigenous enterprises. 


In practice, however, like all protectionism, it served as what | 
Philippine columnist Max Solivan has aptly called “the pi- | 
! after all, that made the comparison with Nazi Germany. Œ 


rate flag of convenience for vested interests," ultimately cre- 


ments; American judge Oliver Wendell Holmes earlier this 
century upheld a forced sterilization of a mentally retarded 
woman by writing that "three generations of imbeciles is 
enough." Perhaps because of this century's sorry experience 


more skeptical. The Chinese officials seem to understand 
this, despite the new policy. It was the Ministry of Health, 
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CaC for Human Potential 


The first thing you'll 
notice about an Ultra- 
Lite VERSA" is superior 
graphics performance. 


But in this case, beauty 


is far from skin deep. . 


NEC's revolutionary 


notebook computers 
are the first to let you 


choose any configu- 


thing yourself in just 
seconds. Even switch 
from a monochrome 
screen to NEC's beau- 


tiful active-matrix TFT 


. Colour display. Or swap 


^. the floppy disk drive 


* for a modular battery 


- to double battery life. 


ration you like. Hard = 


disk drive, memory. 


Upgrade almost any- 


Although, as the say- 
ing goes, there may be 
calm at the eye of the 
storm, the more lethal 
portions of a typhoon 
pack awesome force 
with winds of 64 
knots (32.7 metres per 
second) and up. Which 
is why its a prudent 
idea to keep an eye on 
them. Himawari — the 


eye in the sky — does 


EYE-CATCHING 


Notable new notebooks from NEC 


CATCHING EYES 


Space technology stalks a threat 


PHOTO COURTESY JAPAN METEOROLOGICAL AGENCY 


NEC 


NEC's UltraLite VERSA 
— it changes every- 
thing about notebook 


computing. 


just that. Developed 
by NEC, this advanced 
geostationary meteoro- 
logical satellite beams 
down weather data 
used by some 20 coun- 
tries from Australia to 
Southeast Asia. 

NEC's C&C technology 
— we merge computers 
and communications 
to keep your future 


looking up. 
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To Our Readers: 


The REVIEW has made several style 
changes to reflect the English- 
language terms and usages that have 
become most familiar in Asia. The 
capital of China becomes Beijing, 
replacing Peking. We will use 
Guangzhou instead of Canton. Hong 
Kong is the modernisation of 
Hongkong. Also, don't be surprised 
to see contractions. English is an 
evolving language, and the REVIEW 
is happy to join the evolution with 
these and other updates to style 
beginning with this issue. 
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Korea Shuffle 


p local brokers in Seoul say the Min- 
of Finance is considering a new set of 


informal “administrative guidelines" for 


domestic securities companies. These 
would give the ministry leeway to raise 
the current 10% limit on foreign portfolio 
investment on the Seoul stockmarket in the 
first half of 1994. The new guidelines 
would “encourage” local brokers to invest 
abroad half of the money they place on the 
bourse for foreign investors. This would 
cushion somewhat the anticipated flood of 


| foreign funds into South Korea, which the 


ministry fears will exacerbate inflationary 
pressures and lead to the appreciation of 
the won, the local currency. Foreign Minis- 


try officials refused to comment on the | 


rumours. 


Dutch Treat 


Dutch electronics giant Philips Electron- 


| ics is throwing in the towel on its invest- 


ment in a Chinese semiconductor plant. 
The firm has signed a memorandum of un- 
derstanding to sell its share in Shanghai 
Philips Semiconductor to Canadian tele- 
communications equipment maker North- 
ern Telecom. Northern Telecom needs the 


chip-making capacity to supply a planned | 


telephone switch manufacturing operation. 


It plans to upgrade the plant by installing | 
equipment capable of making 1.2 micron | 


chips. The facility was designed to supply 
chips for Philips’ consumer electronics 
manufacturing operations in China, but 


| has been plagued by sluggish domestic 


demand since production began in 1991. 
Philips’ decision to dispose of the plant also 
reflects the difficulty the firm is having in 
developing a presence in the consumer 
electronics market, in spite of nearly one 
dozen manufacturing plants scattered 
throughout China. Industry sources esti- 
mate that Philips has invested between 
US$100-150 million in the plant. 


War? What War? 


South Korean businessmen and foreign 
business consultants in Seoul are complain- 
ing about “sensationalist” coverage of the 
North Korean nuclear imbroglio by inter- 
national news media. They say several 
Western companies now considering ma- 
jor direct investment projects in South Ko- 
rea are holding back until the two Koreas 
and the United States resolve their stand- 
off over Pyongyang’s attempt to build a 
bomb. “Crisis? what crisis?” quips one for- 
eign consultant who saw one contract dis- 
appear because of the fuss. He was most 
upset with a recent CNN television pro- 
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| gramme that talked of “war-torn” South 
Korea. "There hasn't been a war on the 
Korean peninsula for 40 years," he notes. 
A South Korean business executive adds 
that a Western joint-venture partner was 
spooked by reports that several interna- 
tional news organisations had sent ^war 
correspondents" to Seoul. In fact, the BBC 
and a few American TV news organisa- 
| tions did send news teams to Seoul to scout 
out the city in the event of war. They've all 
since returned home. 


Honoured Guest 


Thailand intends to invite Burma to the 
annual Asean foreign ministers meeting 
due to take place in Bangkok in July 1994. 
The move is seen as a boost for Burma's 
effective ruler, the hardline intelligence 
chief Khin Nyunt. To avoid controversy 
within Asean — including possible oppo- 
sition from Malaysia and Indonesia, which 
have condemned Rangoon's treatment of 
the country's Muslim minority — Burma 





Khin Nyunt: Asean agenda. 


will be a "guest of the host country." Japan 
is understood to be encouraging Thailand 
to take this step, which will be the first to- 
wards Burma's obtaining observer status 
with Asean and, at a later stage, possibly 
even full membership. Japan is said to be 
anxious to woo Burma away from in- 
creasing Chinese influence, which explains 
its behind-the-scenes manoeuvring. 


Asean Appointment 

Underscoring its new policy priority of 
promoting Asean's regional security 
forum, the Foreign Ministry in Seoul is as- 
signing one of its most experienced diplo- 
| mats, Lee Chang Choon, to handle the 
year-long preparations for the Asia-Pacific 
Ecanomic Cooperation (Apec) summit in 
Indonesia in November. Lee, formerly 
Seoul's ambassador to Singapore and then 
to Vienna, is a well known advocate within 
the ministry of closer multilateral ties with 
Asean. 
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ago. Everything has 
changed. ” 
Japanese legislator Shintaro Ishihara, 


when shown a copy of his 1989 
bestseller, The Japan That Can Say No. 


**. . . to avoid new births of 
inferior quality people and 
heighten the standards of the 

whole population. "' 
China's minister of public health, Chen 


Minzhang, as quoted by the official Xinhua 
newsagency, on a new law to use 








D WUMAN RIGHTS |! 
$ WHAT HUMAN RIGHTS ? 





abortion and sterilisation for eugenic 
purposes. 


* We're Muslims, and we are the first 
Muslim country to have a nuclear bomb. 
That makes us proud. " 


A medical student in Lahore, on Pakistan's nuclear 
programme. 


** They said no — talk first and stop fighting 
after. And | said, ‘you are not sincere. ” 
First Prime Minister Norodom Ranariddh of Cambodia, on 


his failure to persuade Khmer Rouge chief Khieu Samphan 
to accept a ceasefire. 
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/ (That's right! Fill in the hole 
and then you can come over.) 





NEWS ITEM: BURMESE STRONGMAN KHIN NYUNT WANTS TO COPY WHAT HE 
CONSIDERS INDONESIA'S MILITARY-DOMINATED POLITICAL SYSTEM. 


“ You can't imagine how hard it is to 
train them. ” 


Myrna, chairperson of the Fantastic Dolls transvestite 
foundation in Jakarta, on courses given on sewing, 
hairdressing, make-up and cooking. 


“ They probably wanted to play Santa Claus, 
but this is robbery. ” 


Deputy Police Director Romeo Maganto, after four 
gunmen in Manila hijacked a truck loaded with rice and 
then distributed it to poor Filipino families in a 
squatter colony. 


* China shouldn't 
commemorate Mao. 
No one in the [former] 
Soviet Union 
commemorates Stalin. ” 


Chinese physicist Xu Liangying, 
on the 100th anniversary of 
Mao's birth. Xu was banished to a 
farm for 20 years because of 
Mao’s policies. 


* | am only a small cog. ” 


Indian Finance Minister 
Manmohan Singh, on India's 
* economic reforms, after offering 
his resignation. Prime Minister 
Narasimha Rao refused to 





NEWS ITEM: TAIWAN'S BID TO JOIN GATT REMAINS IN LIMBO. 
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Kashmiri demands for self-determination are not likely to find support in India, Pakistan or r among other neighbours. 


SOUTH ASIA 


The China Factor 


Indo-Pakistani talks on Kashmir bog down as expected. But 
Beijing, facing its own Muslim-minority problems, adds a new 
twist by firmly opposing independence for Kashmir. 


By Ahmed Rashid in Islamabad. 


he river of barbed wire running 
| across the plains of Punjab between 
India and Pakistan is a potent sym- 
bol of the differences dividing the Subcon- 
tinent's arch-rivals. But when Indian and 
Pakistani diplomats sat down in Islama- 
bad for yet another attempt to settle their 
disputes, they quickly found one area of 
agreement: neither Islamabad nor New 
Delhi favours independence for the dis- 
puted territory of Kashmir. 

The third regional player in the Kash- 
mir debate, China, is also opposed to inde- 
pendence for the disputed territory, thus 
producing an unusual congruence of inter- 
ests on Kashmir arising from domestic 
pressures in all the three countries. Since 
the partition of British India in 1947, India 
and Pakistan have fought two wars over 
Kashmir, and domestic public opinion has 
hardened over the years. In the past China, 
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a traditional ally of Islamabad, has gener- 
ally sided with Pakistan on Kashmir. But 
Islamic insurgency in the Kashmir valley 
in the Indian-held part of Kashmir has 
caused concern in China, which has its 
own problems with Muslim separatists in 
its Xinjiang region. 

High-level Chinese military delegations 
that visited India and Pakistan in recent 
weeks have told their hosts that though 
China would like a negotiated solution to 
the Kashmir problem, it is absolutely op- 
posed to an independent Kashmir. When 
Pakistani Prime Minister Benazir Bhutto 
visited China last month, Beijing's tradi- 
tional support for Pakistan's stance on 
Kashmir was conspicuously lacking, and 
Bhutto's appeal to Prime Minister Li Peng 
to play a “moderating role" in the Kashmir 
dispute was turned down. 

The resumption of the India-Pakistan 
talks after an absence of more than a year 
failed to make any progress on issues other 
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than their united opposition to independ- 
ence for the territory. But as the negotia- 
tions were brought about mainly due to 
pressure from the West, neither closed the 
door on future dialogue despite the harsh 
rhetoric from both sides. 

“On the central issue of Kashmir we 
have not moved forward,” said Pakistani 
Foreign Secretary Shahrayar Khan as he 
saw off his Indian counterpart J. N. Dixit 
after two days of talks. “We are on the 
same positions as before,” replied Dixit. In 
a joint communique both countries recog- 
nised basic differences but agreed to make 
“sincere efforts to resolve the problem.” 
They said they would consult each other 
on further talks, but set no date. 

Although Khan said that Pakistan 
would hold no further talks until “there is 
an improvement in human rights in Kash- 
mir,” foreign diplomats considered his 
comments to be more aimed at appeasing 
Pakistani public opinion than jeopardising 
the prospects for future talks. Pakistani 
officials said they had concentrated on try- 
ing to convince the Indians to reduce 
human-rights violations, rather than tak- 
ing up the far more thorny problems of 
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tackling the actual Kashmir dispute. 

"We demanded that India pull out at 
least two army divisions from Kashmir, re- 
lease all political prisoners, allow interna- 
tional human rights groups to visit Kash- 
mir and end abuses," an official said. The 
Indians raised the issue of Pakistan recog- 
nising the Line of Control (LOC) as the inter- 
national border, a proposal which Pakistan 
has rejected. The LOC divides Kashmir be- 
tween the two countries. The Indians also 
accused the Pakistanis of continuing to aid 
the Kashmiri militants, a charge Pakistan 
denies. 

Dixit refused to budge on India's rejec- 
tion of the 1948 United Nations Resolution 
to hold a plebiscite in Kashmir. "India's po- 
sition on the irrelevance of the UN resolu- 
tion has been articulated more than once. 
Therefore I consider it an unnecessary, pro- 
vocative and controversial question that 
does not need an answer," he 
said. Khan insisted that "a so- 
lution to the issue lay in a plebi- 
scite." 

Both countries have barely 
moved forward on the dispute 
that began in 1947 and led to 
two wars, but diplomats took 
comfort in that at least they 
have not broken off contact and 
have left a window open for 
more talks later this year. Since 
1990 the foreign secretaries 
have held seven rounds of 
talks, but the latest talks were 
the first at which India agreed 
to discuss the Kashmir issue. 
Three of the four sessions in the 
latest round dealt with the 
knotty issue of Kashmir. 

For several days before the talks, Indian 
and Pakistani political leaders issued blis- 
tering statements condemning each other 
for their Kashmir policy, accusations which 
made most observers pessimistic about the 
talks making any headway. These state- 
ments were largely connected to satisfying 
intense domestic political pressure in both 
countries, as opposition parties condemned 
their respective governments for being too 
soft on Kashmir. Pakistan went a step fur- 
ther, saying that these talks would be 
"make or break" and Pakistan would hold 
no further dialogue unless India gave con- 
cessions. 

But when Dixit arrived for the talks at 
Islamabad airport on the night of January 
1, he referred to his Pakistani counterpart 
Khan as his brother and promised to dis- 
cuss all aspects of the Kashmir issue. "From 
differing perceptions you can explore atti- 
tudes and see whether you can reduce the 
differences. It is dangerous to take posi- 
tions before talks," Dixit said. “We are glad 
that India has agreed to discuss Kashmir in 
all its aspects with the seriousness and rea- 
son that it deserves," replied Khan. 

The main Kashmiri militant groups pro- 
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tested that their leaders were not included 
in the talks. Pakistan's position is that 
Kashmiri leaders will eventually have to 
be included in any detailed negotiations. 
Amanullah Khan, chairman of the Jammu 
and Kashmir Liberation Front, which de- 
mands independence for Kashmir, said 
that any solution without Kashmiri partici- 
pation would be unacceptable. “These talks 
would lead to nothing as no representa- 
tives of the Kashmiri people would be at 
the negotiating table," he said as the talks 
began. Amanullah Khan had been released 
a week earlier from a Belgian prison. He 
was arrested last October on terrorism 
charges filed by India while he was attend- 
ing a conference in Belgium. 

The real test for future talks will now 
rest with what strategy India adopts in 
Kashmir itself. If it stops its present spate of 
military offensives in several towns in the 


Li Peng rejects ‘moderating role by China.’ 


Kashmir valley, is seen to ease off on hu- 
man-rights violations and releases a few 
prisoners as a good will gesture, there is 
every chance of another round of talks. Both 
sides are still far from even beginning to 
discuss how to actually resolve the political 
problem of Kashmir, however, or how to 
include the Kashmiri leaders in such talks. 

For its part, India unveiled proposals to 
improve ties with Pakistan and resume 
negotiations in four months' time. After re- 
turning to New Delhi, Foreign Secretary 
Dixit said the proposals would include re- 
deployment of forces in the Siachen gla- 
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India's Dixit (left) and Pakistan's Khan: no forward movement. 
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cier, demarcation of a disputed maritime 
boundary and stabilising the line of control 
in Kashmir, as well as additional measures 
covering general confidence building, nu- 
clear non-proliferation, sharing of river 
waters and economic cooperation. India is 
keen to show itself taking a positive ap- 
proach to the bilateral standoff, and is also 
clearly trying to avoid focusing the entire 
relationship with Pakistan on Kashmir. 

While preparing for the next round of 
talks with Islamabad, Indian authorities 
also hope to start new political initiatives 
in Kashmir itself. Minister for Internal Se- 
curity Rajesh Pilot has called a meeting of 
Indian political parties in mid-January to 
discuss Kashmir, and there is talk of re- 
placing the Kashmir governor, retired Gen. 
K. V. Krishna Rao, with a senior politician. 

Whether Indian proposals will be ac- 
ceptable to Pakistan or not, a major concern 
for Islamabad's is long-time 
ally China's change of attitude 
over Kashmir. Beijing's volte- 
face comes at a time when 
China and Pakistan are also en- 
gaged in a dispute with Wash- 
ington over Sino-Pakistani de- 
fence and nuclear relations. Ac- 
cording to top Pakistani diplo- 
matic sources, China fears that 
an independent Kashmir 
would become a pro-American 
surrogate on its southern bor- 
der. "The Chinese said that the 
Americans are already under- 
mining them through Xinjiang 
and Tibet, and Kashmir could 
become another hotbed of anti- 
Chinese activity," said a Paki- 
stani diplomat who accompa- 
nied his prime minister on her visit to Bei- 
jing. 

The Chinese have also made it clear that 
with three ongoing armed conflicts in the 
region — Afghanistan, Tajikistan and 
Kashmir — where the main protagonists 
are Islamic fundamentalists, they are also 
deeply concerned about the spread of Is- 
lamic radicalism in Xinjiang. Several dozen 
Islamic militants from Xinjiang are known 
to be fighting with the various Afghan 
rebel groups and hundreds more have re- 
ceived training in Afghanistan. 

While China’s stand on Kashmir is un- 
likely to affect its strong ties with Pakistan, 
the volatile situation in Kashmir has impli- 
cations for the rest of the neighbouring re- 
gion. Kashmiri insurgents have close con- 
nections with other Islamic fundamental- 
ists in the region including Afghan 
mujahieen, Arabs and Central Asian rebels. 
As long as Kashmiri insurgency remains on 
the boil New Delhi can't play a constructive 
political and economic role in South Asia. 
Nor can Pakistan afford to make Kashmir 
its sole external preoccupation, instead of 
adjusting to a new world order dominated 
by economic considerations. a 


m 
o 
E 
T 
E 
Z 
> 
^^ 
v 


13 


REGIONAL 





DIPLOMACY 


Devil in the Details 


Washington and Pyongyang tone down nuclear dispute 





By Nayan Chanda in Hong Kong and Shim - 
Jae Hoon in Seoul 


orth Korea is claiming a “break- 
N through” in its dead-locked nuclear 

talks with the United States, and 
Washington too is suggesting a deal may 
be close. But despite these optimistic por- 
tents, nobody seems ready to break out 
the champagne. While Seoul waits nerv- 
ously to read the fine print of any deal 
which may emerge, many in the U.S. 
worry that despite North Ko- 
rean acceptance of interna- X 
tional inspections, the threat 
of a hidden atomic weapon 
will remain. 

Washington sources said 
that the North Korean agree- 
ment to allow inspection of 
seven declared nuclear sites is 
so limited in scope that it may 
be unacceptable to the Interna- 
tional Atomic Energy Agency 
(IAEA). North Korea's persist- 
ent refusal to hold high-level 
nuclear talks with South Ko- 
rea before the next, the third, 
round of meetings with the 
U.S. also raises concern about 
Pyongyang's sincerity in re- 
solving the nuclear issue. 

A State Department official told the 
REVIEW that "the major problems [on the 
nuclear issue] have been tackled" and that 
the remaining loose ends will be tied up 
shortly. He refused to discuss details of 
what has been agreed. Other U.S. sources 
familiar with the talks said North Korea 
would allow inspectors of the IAEA to in- 
spect seven nuclear facilities to ensure con- 
tinuity of safeguards. Simultaneously with 
the arrival of the IAEA team in North Ko- 
rea, the U.S. and South Korea would an- 
nounce the cancellation of their joint Team 
Spirit military exercise planned for March. 

Selig Harrison, a North Korea specialist 
at the Carnegie Endowment for Interna- 
tional Peace, said he believes that in addi- 
tion to cancelling Team Spirit the U.S. has 
also agreed "not to push for North-South 
talks before the third round [between the 
U.S. and North Korea].” The U.S., he said, 
would settle for working-level talks be- 
tween North and South Korea and not 
high-level talks. The U.S., however, wagts 
the North to meet with the IAEA to discuss 
inspection details before agreeing to the 
third round, he said. 

The devil may be in the details. A 
Pyongyang broadcast said that it agreed to 
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Team Spirit defence exercise: nuclear bargaining chip. 


allow inspection “needed entirely for gua- 
ranteeing the continuity of safeguards, not 
routine and ad hoc inspections from the 
legal requirements” pursuant to the nu- 
clear Non-Proliferation Treaty (NPT). This 
means North Korea will allow inspectors 
to replace films and batteries in the surveil- 
lance cameras installed after the country 
formally accepted IAEA inspection in 1992. 
But the agency will not be allowed to make 
"ad hoc" inspections normally conducted 
to verify the inventory of nuclear material 


will put pressure on State Department 
negotiators to toughen their demands on 
North Korea, Harrison says. 

North Korea's continuing hard line on 
the unification issue also raises concern in 
Seoul about the U.S.-North Korea talks. In- 
deed, President Kim Il Sung’s New Year 
speech was remarkable for rehashing the 
old positions. Though he said that a “joint 
declaration" on the nuclear issue had been 
agreed to, he harshly criticised the Kim 
Young Sam administration in Seoul for 
adhering to what he called the policy of 
"reliance on outside powers" in solving the 
nuclear issue. 

He declared that the nuclear issue was 
one between Pyongyang and Washington, 
and none of Seoul's business, comments 
which echoed his remarks to United Na- 
tions Secretary-General Boutros Boutros- 
Ghali, who went to Pyong- 








in the country and "routine" inspections 
that are carried out after all the declared 
facilities have been surveyed and put un- 
der safeguards. 

The reason for North Korea's refusal on 
this score is its claim that as a member 
planning to quit the NPT it need not abide 
by all the provisions of the treaty. In March 
last year North Korea said it planned to 
withdraw from the NPT. After negotiations 
with the U.S. it decided to "suspend" its 
withdrawal in June. It has yet to rescind 
formally its notice of withdrawal. 

The basic question of how to defuse 
North Korea's suspected bomb pro- 
gramme is unresolved, contends Harrison. 
The analyst, who has talked regularly with 
North Korean diplomats, believes 
Pyongyang will never accept the principle 
of special or challenge inspections in fear 
of having its military secrets uncovered. 

Harrison says that while it is not unrea- 
sonable to ask North Korea to surrender its 
plutonium — the raw material for bombs 
— no other country has ever been asked to 
do so and Pyongyang will certainly reject 
the suggestion. Nevertheless, a recent CIA 
report suggesting that North Korea has 
extracted as much as 12 kilograms of plu- 
tonium — enough to make two bombs — 
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yang on December 25 on a 
self-imposed "fact-finding" 
trip. Kim bluntly told the UN 
to keep its nose out of the nu- 
clear issue. 

On unification, a topic re- 
lated to the nuclear issue, Kim 
hasn't budged from his for- 
mula for a Confederal Repub- 
lic of Koryo. The North and 
South will recognise One Na- 
tion, One State backed by Two 
Systems (socialism and capi- 
talism) and Two Govern- 
ments. Under that formula, 
Kim Il Sung keeps unification 
— but not the nuclear ques- 
tion — a bilateral issue to be 
negotiated between Seoul and Pyongyang. 

While South Korean officials are un- 
happy at the North's attempts to exclude 
them from the nuclear debate, Kim Young 
Sam is sounding an optimistic note on the 
whole nuclear issue, saying he has no 
“positive” evidence to confirm reports by 
the CIA that Pyongyang already has one or 
two atomic bombs. "We are sure of their 
intent to acquire nuclear weapons but I 
cannot say whether they actually have 
one," he said on December 28. 

Kim Young Sam would like the North 
to accept substantive inspections of its nu- 
clear sites while agreeing to bilateral talks 
with the South on the issues of economic 
cooperation and tension reduction. Kim 
wants to avoid a situation in which he is 
relegated to a mere observer while the U.S. 
and the North talk about maintaining 
peace on the Korean peninsula. 

But in Washington officials privately 
express frustration about South Korea's 
ambivalence on the U.S.-North Korea deal- 
ings. As Carnegie's Harrison puts it, "They 
[South Koreans] don't want war but they 
don't want the U.S. and North Korea to get 
together either. The problem is that neither 
the U.S. nor the South Koreans have a clear 
vision as to where they want to go." 5 
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omes to his personal investments, 

interests are quite varied. He benefits 

road range of investments in unit trusts 

aged by GT. A unit trust is a convenient way 
vesting in a diversity of stocks from all 
around the world in a variety of industries. 
What attracted Dr. Lo to GT is the high quality 
of the stocks which make up the different funds 
it manages. This is quality that reflects GT's 
reputation for in-depth research and detailed 
al analysis. To find out more about investment 
“unit trusts call your investment advisor, or 


talk to the specialists at GT. Just like Dr. Lo did. 


“HK 


IFA 


BRüurkictth 


GT Management (Asia) Limited 
17th Floor, Three Exchtinge Square, 
8 Connaught Place, Central, Hong Kong 
Tel: 842 7200 Fax: 868 5863 


Participants should note that the price of units and the 
income derived from them may go down as well as up. 





SIEMENS 


Systems Engineering 
for integrated solutions 











Automating industrial processes? Yes, but to 
what extent? Employing the most advanced 
equipment? Yes, but which products suit the 
requirements best? Training, software, service? 
Yes, but who provides it? These are some of the 
concerns manufacturing companies face when 
expanding or upgrading their facilities. 


The Siemens all-in-one solution for power and 
automation systems takes care of these 
concerns. We provide a comprehensive 
capability package which includes pre-planning, 
consultation and engineering, custom-made 
industrial software development, installation and 
plant commissioning, specialized training, after- 
sales-service and maintenance programmes. 


This wide range of services is underscored by a 
broad spectrum of high-quality products and 





systems to effectively monitor and manage power 
and automation systems. 


Talk to us and eliminate the uncertainties in 
planning your future projects. Our systems and 
application specialists are ready to serve your 
needs, anywhere at any time. 


Siemens (Pte) Ltd Siemens offices in: 
MCS Bangkok, Beijing, 
151 Lorong Chuan Brunei, Hong Kong, 
03-01 New Tech Park Hanoi, Jakarta, Kuala 
Singapore 1955 Lumpur, Manila, 

Tel. (65) 2843911 Seoul, Singapore, 
Fax. (65) 2845733 Taipei and Tokyo 


Industrial automation 
is our strength. Siemens. 


“My Rolex is more than just a watch, 


In everything that 
she does, Dame Kiri Te 
Kanawa combines her 
unbelievable liveliness 
and spontaneity with an 
absolute obsession with 
perfection. 

She greatly enjoys 
Strauss and Mozart 
“because the women in 
their operas are very 
contradictory: warm and 
cool at the same time.” 

Her two favourite 
roles, for example, are 
the sad young Countess 
in Le Nozze di Figaro 
and the role of frenzied, 
passionate Donna Elvira 


in Don Giovanni. 


it makes me feel dressed’ 





when she lets her lover 
go, I feel that its not 
completely the end of 
the world for her. 

"I'm sure I will have 
to sing the Marschallin 
100 times before I fully 
understand the depth of 
the character.” 

Her famous voice 
is in such worldwide de- 
mand that shes booked 
up for years to come. 

Will her voice stand 
the strain? As Kiri says, 

“What you always have 
to remember is to give 
quality, not quantity.’ 

For so many years, 


Rolex has shared that 


When she decided to sing the Marschallin same obsession. “My Rolex,’ says Kiri, “is more 
in Der Rosenkavalier, Kiri said it was "because than just a watch, it also makes me feel dressed. 
the character appeals to me. “It has been a friend for a W 


"She has understanding and maturity and — very long time? ROLEX 


of Geneva 





Spend an enchanting evening with Dame Kiri Te Kanawa on 30th January 1994, 8.00pm, Singapore Indoor Stadium. 
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CHINA 
Crackdown Threat 


People's Liberation Army 
officers have said they would 
repeat their 1989 crackdown 
on demonstrators if faced with 
another democracy movement. 
In an interview with Canadian 
CTV, the Beijing-based officers 
claimed the massacre was 
justified because "communist 
rule was being threatened." 
Maj.-Gen. Lei Yuanshan also 
justified China's current 
military build-up on the 
grounds that, after 100 years of 
foreign persecution, China has 
"stood up and we won't let 
anyone else bully us again." 


INDONESIA 
Forward With Care 


President Suharto allayed fears 
of a crackdown by saying 
moves towards greater 
political openness will 
continue in 1994. But he also 
said in a New Year message 
that democratic life would be 
fostered “with the greatest 
sense of responsibility and 
care" — an indication he may 
be concerned about the 
momentum the reform process 
gained in the latter half of 
1993. Only last month the 
president likened recent 
political protests to the 
strategy adopted by the 
Indonesian Communist Party 
in the mid-1960s. 





Suharto: New Year message. 


Veteran Honoured 

A former Indonesian military 
chief and leading dissident, 
retired Gen. Abdul Harris 
Nasution, was awarded the 
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highest veteran medal by a 
government-linked veterans 
group. The medal was given 
for the 75-year-old Nasution's 
services to the nation before 
and after its independence in 
1945. In 1980, he helped found 
the Petition of 50, a group of 
former generals, cabinet 
ministers and religious leaders 
which attacked Suharto's grip 
on power. 


JAPAN 
Military Cuts 


Japan plans to reduce the 
number of its military bases by 
more a third, from 160 to 99, 
the Yomiuri Shimbun reported. 
Army personnel strength will 
be cut from a current 180,000 
to less than 150,000. The 
reductions begin in 1996. 


TAIWAN 

Shipping Links 

Taiwan's Minister of 
Economic Affairs, P. K. 
Chiang, has become the first 
cabinet-level official to 
advocate direct shipping links 
with mainland China. 

He said it would lower costs 
and conform to his 
government's policy 
guidelines for eventual 
unification of the two sides. 
Chiang said direct ties could 
begin between certain 
designated ports as a way of 
reducing dependency on 
Hong Kong. 


AFGHANISTAN 
Fresh Fighting 


The New Year began with 
fierce battles between the 
forces of President 
Burhanuddin Rabbani and the 
militia of northern warlord 
Abdul Rashid Dostam. Clashes 
in Kabul and the northern city 
of Mazar-i-Sharif left dozens 
killed and more than 800 
wounded by January 3. 


INDIA 
Direct Rule 


After a year of mounting 
violence in Manipur, the 
Indian Government dismissed 
the elected government of the 
state on December 31. It will 
now be ruled directly from 
New Delhi. According to 
government figures, 410 

local militants and 87 security 
personnel died in armed 
encounters during 1993. 
Another 316 people died in 
clashes between the Naga 
and Kuki ethnic groups of 
the state, which borders 
Burma. 


Missile Test 


India was set to launch an 
Agni intermediate range 
ballistic missile early in 
January from a site on the Bay 
of Bengal. The firing would be 
the third test flight of the 
2,500-kilometre range Agni, 
whose development has 
drawn concern in the United 
States and other Western 
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countries. New Delhi describes 
the missile as a "technology 
demonstrator" rather than part 
of an active weapons 
programme. 


THAILAND 
Coup Leader Acquitted 


Manoon Roopkachorn, leader 
of unsuccessful coup attempts 
against Prime Minister Prem 
Tinsulanond in 1981 and 1985, 
was acquitted on December 30 
of charges that he conspired to 
assassinate Prem, his army 
chief, Arthit Kamlang-ek and 
Queen Sirikit in 1982. 
Manoon's appointment as an 
aide to Prime Minister 
Chatichai Choonhavan was 
one reason given by military 
leaders to justify their 
overthrow of the Chatichai 
government in 1991. 


Death Sentences 


Four people, including two 
policemen, were sentenced to 
death on December 30 for 
murdering a runaway 
prostitute in 1992. The 24-year- 
old woman was killed after 
she escaped from a brothel 
and sought help from 
provincial authorities. Her 
brutal slaying was highly 
publicised, coming just a day 
after Prime Minister Chuan 
Leekpai called for an end to 
child prostitution. 
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Your confidence, . 
our daily challenge 





In a world of apparently diminishing tension, new 


situations are constantly arising that threaten to result in 
conflict. Which is why there is a need to anticipate sudden - 
changes, and plan ahead with innovative solutions. 


One hundred per cent confidence is the key factor for 
everyone involved in a conflict. The confidence of decision- 
makers, of those who act and those who contribute to 
make an operation successful. Confidence in the 


equipment, in its readiness, its reliability and efficiency. 


Designing, developing and building reliable and effective 


systems is our constant concern. 
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INDIA 


Rao's Revival 


A strengthened prime minister to shuffle cabinet 





By Hamish McDonald in New Delhi 


rime Minister P. V. Narasimha Rao 
p is not a man to be rushed. After an 

end-of-year drama over the prof- 
fered resignation of Finance Minister 
Manmohan Singh — the embodiment of 
India’s economic reforms — the country 
and his nervous cabinet colleagues now 
wait for a cabinet reshuffle and the clear- 
ing of major policy log-jams. But Rao has 
got his priorities clear. 

For the start of the new year, he has 
gone off to his native Andhra Pradesh 
state, where he will spend several days on 
routine chores like inaugurating a low- 
power TV transmitter, laying the founda- 
tion stone of a water supply scheme, open- 
ing a pedestrian overbridge and address- 
ing local meetings. The cabinet reshuffle 
has to wait at least for a couple of weeks. 

For much of his 30 months in office, Rao 
has been criticised as a ditherer, but few in 
the ruling Congress party are questioning 
his judgement now. Out of the latest crisis 
— over a report on the 1992 Bombay secu- 
rities-trading scam — Congress has finally 
gained the parliamentary majority it failed 
to win in the mid-1991 elections. Within 
the party, Rao is stronger than ever, and is 
seen by some as India's most effective 
leader since independence. 

The Bombay scam was big by any 
standards. At the end of 1991, six months 
after Rao's government was formed, India 
was still in a balance-of-payments crisis, 
with emergency controls on imports and 
bank credit crunching back industrial ac- 
tivity. Yet, at this dismal time, the coun- 
try's stockmarkets took off, with the Bom- 
bay Stock Exchange index shooting up 
from 1,915 on December 31, 1991 to a peak 
of 4467 on April 22, 1992. 

The market crashed on April 23 when 
reporter Sucheta Dalal, writing in the Times 
of India, gave the first insight into how a 
clutch of Bombay stockbrokers like 
Harshad “Big Bull" Mehta were convert- 
ing bank reserves and public sector invest- 
ment funds into ready cash to finance the 
ramping of stocks. The fallout has seen a 
score of senior bankers and brokers 
charged with various offences, and many 
others transferred or sacked. 

The scam was easily big enough to 
bring down a government, and the inno- 
cence of several senior Congress figures 
alleged to have been involved in it was 
never clearly established. Setting up a Joint 
Parliamentary Committee (JPC) to look into 
the scam in August 1992 was a risky con- 
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Rao's no longer a maligned ditherer. 


cession to an opposition that then collec- 
tively outnumbered the government, even 
though Congress was able to get a major- 
ity of the committee's 30 members and 
place a reliable Congress MP, Ram Niwas 
Mirdha, as chairman. 

The 344-page report eventually deliv- 
ered on December 21 shed little new light 
on the scandal. It even ducked the issue of 
how much money was actually siphoned 
off. It simply gave the three existing esti- 
mates: Rs 40.2 billion (US$1.3 billion) by 
the Reserve Bank of India (the central 
bank); Rs 83.8 billion by the police and Rs 
36.5 billion by an official custodian of con- 
fiscated assets. 

As became apparent during the hear- 
ings, the committee MPs were struggling 
to educate themselves about the mecha- 
nisms of the banking system and capital 
markets. But this did not inhibit them 
from making loosely worded criticisms of 
a range of politicians, officials and bank- 
ers. 
Finance Minister Singh was particularly 
stung by one cheap shot. As the Bombay 
market crashed at the end of April 1992 
and details of the scam were emerging, 
Singh had told parliament he wanted a 
healthy stockmarket, “but that does not 
mean that I should lose my sleep simply 
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because the stockmarket goes up one day 
and falls the next.” The JPC report ob- 
served: “It is good to have a finance minis- 
ter who does not lose his sleep easily but 
one would wish that when such cataclys- 
mic changes take place all round some 
alarm would ring to disturb his slumber." 

Singh sent off a letter of resignation to 
Rao on December 23. When news of this 
emerged the next day, India's stock ex- 
changes had already shut down for a 
week-long break, but share prices tumbled 
on the informal “kerb” market. Business 
leaders pleaded for Rao to reject the resig- 
nation, and editorials in India and abroad 
said Singh's departure would damage In- 
dia's reforming image. 

Singh's stance contrasted with that of 
two other ministers more directly criticised 
in the JPC report. The petroleum minister at 
the time of the scam, B. Shankaranand, had 
diverted oil industry development funds 
into portfolios run by two government 
banks. The funds were in turn lent to 
finance share market speculation. Shan- 
karanand had a family connection with the 
management of one portfolio scheme. The 
JPC expressed its "unhappiness" that a 
Deputy Finance Minister, Rameshwar 
Thakur, had sat on a file relating to an in- 
come tax inquiry into "Big Bull" Mehta. 

While some analysts thought Singh's 
resignation was a ploy to force Shan- 
karanand and Thakur to resign, a full-scale 
parliamentary debate on the JPC report on 
December 29 and 30 showed that the fi- 
nance minister was genuinely upset. 

Singh normally maintains an ineffable 
serenity in the face of even stringent at- 
tacks. But this time, during a 45-minute re- 
ply, his voice at times trembled with emo- 
tion. And when an MP of the Hindu na- 
tionalist opposition, the Bharatiya Janata 
Party (BJP), accused him of asking officials 
to delay action against stockbroker Mehta, 
Singh remarked: "I have heard and read 
what fascism is . . . I have seen it today.” 

Both the rightwing BJP and the various 
leftist parties heckled government speak- 
ers throughout the debate and staged 
walk-outs. Singh's Congress colleagues 
meanwhile portrayed Singh as the coun- 
try's hope. "Telegrams have poured in 
from ordinary people, from paan-wallahs 
and rickshaw-wallahs, saying Manmohan 
Singh must not go," claimed former Com- 
merce Minister P. Chidambaram. 

The debate ended on an anticlimax, 
when Rao made a soporific speech that 
promised that the government would take 
action ^wherever action is called for." But 
by that time, the prime minister had shown 
that his government was no longer vulner- 
able to a combined BJP-Left vote on a no- 
confidence motion, such as the one that 
nearly succeeded last July. On December 
31, the Congress gained another 10 mem- 
bers after a Janata Dal faction led by former 
Industries Minister Ajit Singh joined the 
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ruling party. 


This capped a long process of | 


splintering opposition groups, whereby 
Rao has increased Congress numbers in 
parliament's lower house from the 227 
seats won in 1991 to 266 of the 528 seats. 
Following the BJP's poor performance in 
November's state elections across northern 
India, Rao's government now has every 
chance of completing the remaining two- 
and-a-half years of its full term. 

Political analysts think that when Rao 
carries out a major reshuffle of his cabinet 


later this month, Shankaranand will prob- | 


ably be shunted to a more obscure post 
than his present portfolio in the Health 
Ministry. He could even be dropped alto- 
gether if Rao can find another lower caste 
MP from Karnataka state to replace him. 
External Affairs Minister Dinesh Singh, 
who has been out of action due to a stroke, 
may be replaced. 

Two young and able former ministers 
may be brought back into the cabinet: 
Madhavrao Scindia, who resigned as civil 
aviation minister last January after the 
crash of an airliner chartered by state- 
owned Indian Airlines, and Chidambaram, 


a former commerce minister who resigned | 


in 1992 over a share allotment from a fi- 
nancial company later shown to be in- 
volved in the securities scam. 

Singh, the reaffirmed finance minister, 
is meanwhile getting down to his budget 
for 1994-95 (April-March) which is likely 
to be delivered to parliament in mid-Feb- 
ruary. Many economic advisers are impa- 
tient for faster reforms, and hope that 


sumption expenditure, sharpen govern- 
ment investment programmes and im- 
prove the tax and interest-rate climate for 


MALAYSIA 


Johor Chief Minister Muhyiddin. 


Southern 


Man 


State politician puts Johor 


| back on the map 


| By Michael Vatikiotis in Johor Baru 


T 








an Sri Muhyiddin Yassin, chief min- 
ister of Johor, Malaysia's southern- 
most state, sits behind his desk with 
slightly hunched shoulders, working his 
way steadily through a pile of official 


| papers. Soft-spoken and usually unsmiling, 
Singh will cut subsidies and other con- | 


business. In infrastructure sectors such as | 


telecommunications and transport, private 
industry is also hoping for legislation that 
will push aside inefficient government 
monopolies and allow competition. 
Whether Rao will use his new political 


the 46-year-old politician has recently won 
the number three position in the country's 
ruling party, but he is still back at his desk 
in Johor, deep in state administration. 
Muhyiddin takes his state-level job se- 
riously. Two years ago he fought the fed- 
eral government over the erosion of state 
water rights — and won. In his election 


| campaign this year he advocated more 


strength to come out with bold steps re- | 
chief ministers in the so-called "politburo' 


mains to be seen. Indeed, just as he gained 
his parliamentary majority, the govern- 
ment appeared to be retreating in two areas 
of reform. On December 31 it became 


and Exchange Board of India, G. V. 
Ramakrishna, was being sent to the in- 
creasingly irrelevant Planning Commission 


state-level representation at the party's 
central headquarters. "The presence of the 


of the party," he told the REVIEW in an 
interview, “will surely help to create a bet- 


| ter understanding between the federal and 
known that the chairman of the Securities | 


while still fighting to get stockbrokers to | 


accept the norms about transparency of 
market systems. 

Another official fighting for reform, 
Chairman N. Vittal of the Telecom- 
munications Commission, has also been 
stalled by entrenched interest groups. 
Vittal could not carry other members of the 
commission in favour of his plan to break 
the Telecoms Ministry into four regional 
corporations and allow private utilities to 
compete with them. " 
JANUARY 
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state level." 

Muhyiddin's represents a proud state 
which considers that its political influence 
has waned. But with their man in the 
party's number three position, many 
Johoreans feel that the state is poised to 
make a political comeback. The revival of 
Johor's political fortunes are likely to have 
a beneficial impact on the southern state's 
economy and enhance the economic link- 
ages between Johor, Singapore and Indo- 
nesia. 

Johor has always claimed a special role 
in the dominant ruling party, the United 
Malays National Organisation (Umno). 
Umno's founder, the late Datuk Onn 
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Jaafar, was a Johorean. Today Johor boasts 
over 300,000 Umno members, the largest 
single body of members in any state. "We 
have always believed we are the bastion of 
Umno," Muhyiddin says. "We want to 
play a more prominent role in national 
politics." 

Johor lost influence after the prime min- 
istership passed from Tun Hussein Onn, 
Datuk Onn's son, to Datuk Seri Mahathir 
Mohamad in 1981. Mahathir fell out with 
his influential Johorean deputy, Datuk 
Musa Hitam in the mid-1980s. The result- 
ing split in the party divided Umno loyal- 
ties in Johor and left a legacy of suspicion. 
Political power shifted northwards and 
concentrated in the hands of Mahathir 
allies who mainly came from the north- 
western states of Kedah and Penang, ob- 
serves Tawfik Ismail, a former Umno MP 
from Johor. 

The regional power shift has economic 
as well as political implications. For almost 
three years Johor has struggled to persuade 
Kuala Lumpur that the integration of its 
economy with neighbouring Singapore 
and Indonesia's Riau province under the 
umbrella of the "Southern Growth 
Triangle" will ultimately serve national 
economic interests. "There were sceptics in 
Kuala Lumpur who believed that neither 
Johor nor Malaysia would benefit from the 
growth triangle,” admits Muhyiddin. 

The sceptics gave in a month before the 
Umno elections, when a cabinet decision 
was taken to grant Muhyiddin the man- 
date to negotiate directly with Singapore 
and Indonesia on growth triangle matters. 
Muhyiddin felt vindicated. "We can now 
determine the framework in which the 
growth triangle will operate," he said. 

But Muhyiddin represents more than a 
regional power shift in Umno politics. To- 
gether with Finance Minister Datuk Seri 
Anwar Ibrahim, he stands at the forefront 
of a new generation of party leaders. Poll- 
ing the highest number of votes in the vice- 
presidential race late last year has also cast 
Muhyiddin as a potential deputy to An- 
war if, as expected, the latter succeeds Ma- 
hathir within a few years. Before becoming 
chief minister of Johor in 1986, Muhyiddin 
held successive deputy ministerial posts in 
the Foreign Ministry and Ministry of Trade 
and Industry. Some observers consider that 
his experience in these areas almost guar- 
antees him a key economic ministry in the 
next cabinet. 

For now, Muhyiddin seems content to 
bask in the glow of a surprise victory at the 
Umno polls and await the call to Kuala 
Lumpur. He refuses to be drawn on possi- 
ble future posts, arguing that he is just one 
of.many new Umno leaders jostling for 
position. “We are like sirloin, rib-eye and 
fillet,” Muhyiddin says with a rare smile, 
"each with his own strengths and weak- 


nesses — but you now have greater 
choice." m 
19 


REGIONAL 





MALAYSIA 


Rising Island 


Anwar's new cabinet job puts spotlight on Penang 





By Michael Vatikiotis in Penang LC dace 


T he graceful white columns and well- 


worn easy chairs at Penang's state 

assembly lend the place a decep- 
tively clubby atmosphere. But the political 
drama that unfolds inside this legislature 
— ethnically fractured, often rough, and 
always unpredictable — is unique among 
Malaysia's state assemblies. 

After a long day being harangued by 
opposition politicians in the cramped 33- 
seat assembly, Deputy Chief Minister 
Datuk Ibrahim Saad complained recently 
to a visitor about the burden of governing 
a state where the opposition holds almost 
half the seats in the assembly. "Compared 
with other states, we are on our own,” he 
says. "We have to fend for ourselves in a 
one-to-one situation." 

Unlike other states in West Malaysia, 
Penang is co-governed by the United Ma- 
lays National Organisation (Umno) and 
Gerakan, a component party of the Umno- 
led National Front coalition which runs the 
country. The government also faces an 
unusually strong opposition — 13 seats 
against the government's 20. Equally unu- 
sually, in Penang Umno takes a back seat 
to its coalition partner in deference to the 
state's Chinese-majority population. 

The contrast with the national picture is 
hardly surprising given that Malays ac- 
count for only 32% of Penang's 1.2 million 
people, the majority of whom are Hokkien 
Chinese. In the rest of West Malaysia, it is 
the Chinese who make up about a third of 
the population and the Malays who are in 
the majority. But Penang's ethnic and po- 
litical distinctiveness is likely to come un- 
der closer national scrutiny now that it is 
the political base of the man likely to be 
the next prime minister of Malaysia, Fi- 
nance Minister Datuk Seri Anwar Ibrahim. 

Politicians in Penang believe that An- 
war's rise to power may tempt Umno to 
try and take political control of the state, a 
move which would disrupt the delicate ra- 
cial balance that exists in Penang politics. 
At the very least, they say, the state is set to 
play a much bigger role in national politics 
now that Anwar has been appointed 
deputy prime minister. “Anwar will 
change things for Penang," says Rohiman 
Haroon, press secretary to Chief Minister 
Koh Tsu Koon. e 

Many Penangites are confident that the 
main thrust of this change will be eco- 
nomic, for example involving the alloca- 
tion of federal contracts to Penang-based 
companies. Traditionally, Umno political 
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leaders have looked after their home states 
to reinforce political support in their con- 
stituency, and that has usually meant par- 
celling out land and equity to the Malays. 
But in Penang, where the Chinese commu- 
nity is politically as well as economically 
dominant, and the opposition is strong, 
Umno may find it difficult to wield power 
in the manner it has in other states. As Ibra- 
him explains, because the state’s chief min- 
ister is not appointed from the Umno 
ranks, “the state Umno leadership is not 
really at the thick of things politically.” 
He also attests to the problem Umno 
has “creating opportunities” for the Ma- 
lays. “In other states we created bumiputra 
(Malay) entrepreneurs from a land base, 
here there is not enough land,” he says. 
Instead, bumiputras tend to acquire shares 
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Koh (left), Anwar: will things change for Penang? 


in industrial or property development ven- 
tures. 

Umno's marginal status, both politically 
and financially, in Penang is one thing op- 
position leaders in the state expect to see 
Anwar attempt to change. "They want 
Umno to have more influence," says Peter 
Dasen of the opposition Democratic Action 
Party (DAP), the logic being that no national 
Umno leader can afford not have a solid 
support base in his home state. 

With less than half the seats in the state 
assembly, Umno's most obvious tactic 
would be to expand the number of con- 
stituencies with a majority of Malay voters. 
But a bid to add an extra three seats to the 
existing total in the state assembly failed 
last year because the state government 
could not obtain the necessary two-thirds 
majority. According to Dasen, the three 
extra seats would have been in Malay- 
dominated areas of the state. 

DAP sources claim that Umno*'s fall-back 
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strategy is the redrawing of constituency 
boundaries currently being worked on by 
the Election Commission. According to 
DAP deputy chairman, Karpal Singh, who 
is also a federal MP from Penang, Umno is 
banking on the stretching of constituency 
boundaries in Malay areas of Penang is- 
land into Chinese-dominated areas. 

A key question is how far Umno can 
seek to extend its influence over Penang 
before running up against opposition from 
the Chinese majority. According to Karpal 
Singh, "Anwar has to work with the Chi- 
nese to maintain power in the state." Ibra- 
him agrees that the issue is sensitive, much 
more so than in other states. "Penang is 
very sensitive," he says, "if you give op- 
portunities to the Malays, the Chinese 
think you are taking opportunities away 
from them." Another problem for Umno is 
its reliance on sharing power with 
Gerakan, which is largely Chinese based. 
Gerakan lost four seats to the DAP in the 
1990 elections, leaving Umno with 12 seats 
to Gerakan's seven. 

But in what Gerakan sources boast is a 
fine example of how Malaysia's multiracial 
power-sharing is supposed to 
work, Umno conceded leadership 
of the state to Gerakan. In reality, 
Umno did not have much choice: 
any move to erode Chinese lead- 
ership of the state could entice 
Gerakan into the opposition 
camp, political analysts say. 

Penang's attitude towards 
Gerakan is ambivalent. Tradition- 
ally, the state's Chinese voters 
vote in Gerakan at the state level, 
but send DAP MP' to the Federal 
parliament. Penang voters are no- 
toriously fickles and easily 
swayed against the establish- 
ment, explains Gerakan state as- 
semblyman Kang Chin Seng. 
"This is deeply rooted in the Chi- 
nese community here which came origi- 
nally from Southern China. They are sus- 
picious of government," says Kang. To 
play safe, he says, they send a pro-Kuala 
Lumpur government to the state assembly, 
while making sure that Chinese interests 
are protected by the DAP’s presence in the 
Federal Parliament. 

The Dap is hopeful that the general elec- 
tion widely predicted for next year will see 
them sweep to power in Penang, some- 
thing they almost managed in 1990. One of 
the major platforms of the DAP campaign is 
to accuse Gerakan of playing second fiddle 
to Umno, a strategy many observers see as 
dangerously close to playing politics with 
racial issues, anathema in a society that is 
always aware of the tensions between 
races. But, with the DAP worried that the 
current healthy economic climate will work 
against the party, playing on Chinese fears 
of an Umno takeover may prove too 
tempting to resist. " 
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RUSSIA 


Far Eastern Satraps 


Regional leaders' power underlined by elections 


By Jeffrey Lilley in Moscow 


E vgeni Nazdratenko, governor of the 





Maritime Region in the Russian Far 

East, might be excused if he muses 
occasionally on the fickleness of fate these 
days. Nazdratenko's political career almost 
came to an abrupt end in October after a 
local television station ran footage of the 
governor embracing rebellious Russian 
vice-president Aleksandr Rutskoi in Vladi- 
vostok. Nazdratenko, who was appointed 
to his office by President Boris Yeltsin, was 
forced to hurry off to Moscow and seek 
forgiveness from Yeltsin, then in the midst 
of purging his opponents from the ranks 
of regional politicians in the wake of the 
bloody showdown with the disbanded 
parliament. 

A bare two months later, 
roles were reversed, with 
Nazdratenko on the receiving 
end of a solicitous congratula- 
tory telephone call from Yeltsin 
after he scored the biggest win 
of any Russian governor in De- 
cember elections to the new 
parliament, the same polls in 
which Yeltsin's reform policies 
received a sharp rebuke. As 
Nazdratenko's experience dem- 
onstrates, the elections have 
underlined the increasing 
power and independence from 
Moscow of regional leaders like 
Nazdratenko and his counter- 
parts in the Russian Far East 
and eastern Siberia, home to 
rich deposits of copper, dia- 
monds, gold, oil and gas. 

Already, it appears the lower house of 
parliament — the law-making body called 
the State Duma, at least a quarter of whose 
seats are filled by nationalists and commu- 
nists — could prove to be as obstructionist 
as the previous parliament which Yeltsin 
disbanded in September. And with many 
in their ranks winning seats in the upper 
house, regional governors and presidents 
of autonomous republics who have been 
pressing Moscow for more sovereignty 
since the break-up of the Soviet Union in 
1991 will now have a much stronger plat- 
form from which to air their grievances in 
Moscow. 

Fighting to maintain his reform pro- 
gramme and faced with strong opposition 
in the new parliament, Yeltsin will need 
the support of regional barons like Nazdra- 
tenko and his counterpart in the 
Khabarovsk region, Viktor Ishaev, who are 
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They liked the election message from Zhirinovsky (inset). 


backed by the region’s floundering defence 
sector. Among the concessions the Russian 
president may be forced into could be an 
agreement to slow the pace at which mili- 
tary factories are converted to civilian use. 
Yeltsin could also be forced to push for 
more Overseas arms sales to help buoy up 
tank and fighter plane manufacturers in the 
Maritime and Khabarovsk regions, with 
China and Southeast Asian countries the 
likely targets for increased sales. 

Russia’s regions and republics have 
continually defied Moscow in their pursuit 
of higher living standards for their resi- 
dents, withholding tax payments and, in 
the case of Nazdratenko, disrupting inter- 
regional trade by expropriating energy 
shipments for local use. 

Yeltsin is counting on the 
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adoption of a new constitution in Decem- 
ber to regulate centre-region relations. In a 
nod to regional governors, he has given 
Russia's 168 regions the same status as its 
20 autonomous republics, a move that ef- 
fectively increases the regions' bargaining 
power for a larger share of natural re- 
sources mined on their territory. 

But in a vote interpreted as insurance 
against the centre usurping too much 
power, Russian voters in December filled 
close to half of the seats in the upper house 
of parliament with provincial governors 
and autonomous republic presidents. This 
was particularly true in the Russian Far 
East, where at least three regional leaders 
elected to the upper house — Nazdra- 
tenko, Ishaev of the Khabarovsk Region 
and President Mikhail Nikolaev of the dia- 
mond-rich Sakha Republic in eastern Sibe- 
ria — have made names for themselves by 
standing up to Moscow. 
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For Far Eastern leaders like Nazdra- 
tenko, the question remains to what extent 
election popularity will translate into lev- 
erage on the national level. One mecha- 
nism for leverage would be for these re- 
gions to band together, something 
Nazdratenko has been pushing since he 
came to power in May 1993 on a platform 
of "regional politics." But to date he has 
made little progress in binding the inter- 
ests of the Far East's six regions and two 
autonomous republics. 

Nazdratenko's resounding victory came 
against the backdrop of deep dissatisfac- 
tion with Yeltsin and his reformist cabinet 
for policies that have left one in four Rus- 
sians living below the poverty line. A good 
portion of discontent registered itself in the 
surprising performance of Vladimir 
Zhirinovsky's Liberal Democratic Party, 
which became a lightning rod for a protest 
vote against the social cost of reform in 
Russia. 

Across the nation, Zhirinovsky's inap- 
propriately named Liberal Democratic 
Party (LDP) garnered 23% of the 
vote, the largest number among 
Russia’s political parties. In the 
Khabarovsk and Maritime re- 
gions on Russia’s Pacific coast 
— the population centres of the 
Russian Far East — the LDP fin- 
ished first, with 21%, signifi- 
cantly ahead of the leading re- 
form party, Russia's Choice. 

Utilising a superb television 
campaign that was broadcast 
across Russia's 11 time zones, 
Zhirinovsky's simple message 
of restoring Russia's pride 
found particular resonance 
among the Russian Far East 
population. To the military, 
Zhirinovsky promised more 
arms sales; to mothers of draft- 
age sons he promised defer- 
ments; and to Russians in the 
former Soviet republics, he offered protec- 
tion — all prescriptions which appealed to 
the concerns of frustrated voters on Rus- 
sia’s Pacific coast, a centre of the disinte- 
grating military-industrial complex. 

"There are fighter pilots without fuel, 
and a navy with rusting ships," notes a 
Western diplomat stationed in Vladivostok 
who monitored elections throughout the 
Russian Far East. "How can a soldier be 
self-respecting without budget support? 
It's these basic facts more than personality 
politics which drove the vote." 

Many election observers say, however, 
that Zhirinovsky's strong performance in 
the Russian Far East was based less on his 
pdjitical appeal than on his role as a symbol 
of public discontent. "It's a warning signal. 
Zhirinovsky gave answers to problems that 
the federal government and state structures 
were ignoring," says Khabarovsk regional 
legislator Aleksei Chalov. u 
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CHINA 


Quality Control 


Eugenics bill defended against Western critics 





By Lincoln Kaye in Beijing 


t the Handicapped Service factory 
A in Nanshuigou Lane, the duty ma- 

tron beams protectively over a room 
full of retarded adults assembling powder- 
puff compacts. She is convinced that her 
charges are under no real threat from Chi- 
na's new draft eugenics law. What does it 
matter if they're barred from marrying or 
producing offspring? "They're so innocent, 
just like children," she sighs. "What do 
they know about boy-girl stuff. Or at least 
most of them . . .” 

There was, of course, that couple among 
her wards who used to meet for secret as- 
signations in a neighbourhood shed, until 
they were discovered by the local street 
committee. "Sometimes it's hard to know 
what they're thinking," she concludes. 
"They may perceive themselves very dif- 
ferently from the way we see them." 

No such qualms seem to have per- 
turbed the Chinese Government as it as- 
sembled the bill on eugenics. According to 
a December 20 dispatch by the official Xin- 
hua News Agency, the legislation aims to 
prevent "inferior births." It mandates steri- 
lisation, abortions or celibacy for people 
with hereditary, venereal or reproductive 
ailments, severe psychoses or infectious 
diseases such as hepatitis B. 

Domestically, the draft law on "Eugen- 
ics and Health Protection" created hardly a 
stir, coming amidst a flurry of trade, tax 
and investment protection legislation of 
much wider interest. But overseas, the pro- 
posed eugenics statute sparked renewed 
fulminations from American editorial writ- 
ers accustomed to denouncing China's 
coercive birth-control policies. 

As momentum gathers for the yearly 
U.S. Congressional debate on Beijing's 
preferential trading status, the regime can 
ill-afford more bad press. A spokesman for 
the Public Health Ministry hastened to dis- 
own the language of the Xinhua story. 

Awakening belatedly to the connota- 
tions of the word "eugenics" in the West, 
the ministry rechristened the draft statute 
as a "Natal and Health Care Law" — a 
change reflected only in English; the Chi- 
nese title of the law remained the same. 
Not only in name, but also in "essence," 
the spokesman pronounced, China's "bet- 
ter births policy is totally different from the 
racist ‘eugenics’ policy of Adolf Hitler.” For 
one thing, all abortions under the new law 
will be strictly voluntary, he explained. 
Whatever doctors may advise, no preg- 
nancy will be terminated without the con- 








sent of the patient or her guardian. 
China’s toll of congenital disabilities is 
simply too high to ignore, health officials 
add. Nearly 10 million Chinese — almost 
1% of the population — were born with 
“preventable” defects, and the number is 
increasing by almost half a million per 
year, according to government estimates. 
“Combining state guidance with indi- 
vidual choice,” the Health Ministry spokes- 
man said, the draft law simply furthers the 
keystone objective of China’s population 
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Now Beijing wants a quality check as well. 


policy: ^To control quantity while improv- 
ing quality." Cynics counter that the 
"qualitative" eugenics law is likely to be 
circumvented even more easily than exist- 
ing "quantitative" birth control policies in 
precisely the provinces where it is needed 
most — the remote backwaters of western 
and northern China. 

Inbreeding in these places has made for 
whole "idiot villages," according to Chi- 
na's Red Cross News. To revitalise the col- 
lapsing gene pools of the hinterlands, peas- 
ants have taken to "buying" brides kid- 
napped from other provinces, according to 
an article by investigative reporter Zheng 
Yi in Hongkong's Dang Dai magazine. 

People who are desperate for offspring 
aren't likely to be thwarted by bureaucratic 
fiat, public health officials say. Local cadres 
in remote areas are more likely to meet 
their eugenics law quotas simply by falsi- 
fying their reports. That approach may 
account for a large part of the "successes" 
claimed for provincial-level eugenics laws 
enacted in the late 1980s in provinces like 
Liaoning or out-of-the-way Gansu, sus- 
pects one Beijing-based public health 
physician. 

And even in the cities, she adds, “qual- 
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ity control" tests of blood and semen sam- 
ples for marriage licence applicants, re- 
quired in Beijing since 1983, can be easily 
evaded by anyone with any official con- 
nections. A translator for a foreign multi- 
national says it took him three months of 
bureaucratic haggling, about Rmb 300 
(US$35) in cash bribes plus assorted gifts 
of tea, wine and cigarettes to win the right 
to have a second child when he remarried 
after an earlier divorce. Now he fears he 
might have to go back to square one under 
the new law, since his brother suffers a con- 
genital bone disease. 

"The irony is that my brother's condi- 
tion has nothing to do with any gene 
pool,” the translator adds. "It isn't even 
hereditary; it's the result of my mother's 
botched attempt to induce a chemical 
abortion with Chinese herbal medicine. 
But try to explain 
that to your work 
unit cadres. These 
people aren't exactly 
cellular biologists, 
but this new law 
gives them life and 
death power over 
you." 

Nor is bureau- 
cratic incompetence 
the worst danger in 
the exercise of such 
power. Authorities 
have been known to 
use psychiatric hos- 
pitalisation to dis- 
pose of inconvenient 
dissidents, most re- 
cently in the case of 
Xing Jiandong, a 28-year-old student de- 
ported from Australia, according to a pro- 
test lodged by Amnesty International. 

“Tf, under this new law, they add the 
threat of forced sterilisation to the arsenal 
of political repression, it would by no 
means be the first such instance in Chinese 
history," a diplomat points out. 

But the state's interest in genetics may 
ultimately transcend the level of individual 
citizens. China's Natural Science Founda- 
tion in November announced the launch 
of a 19-member research team to isolate the 
quintessentially Chinese genes among the 
100,000 terms of genetic code borne by hu- 
man DNA. 

The research effort is offered as China's 
contribution to the international Human 
Genome project. Some of the project's ob- 
jectives, as reported in the official People's 
Daily, offer the added advantage of na- 
tional consciousness-raising. In what could 
turn into a potentially useful exercise to 
bolster Beijing's sovereignty claims over 
minority populations and their lands, the 
researchers will "analyse the meaning of 
heredity [and] supply a biological basis to 
discern the dissemination and distribution 
of the Chinese race,” the paper said. a 
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THAILAND 


Dirty Business 


A spate of child sex cases highlights a national concern 





By Rodney Tasker in Bangkok 
T he searing scenes were captured on 





camera: an eight-year-old Thai girl 

crying as she was forced to have sex 
with a foreigner in Bangkok; a 12-year-old 
girl, at the same session, posing nude be- 
fore intercourse with the same foreigner. 
The alleged culprit: a 33-year-old Austral- 
ian from Brisbane, Bradley Pendragon. He 
was picked up by police in the northern 
Thai city of Chiang Mai after similarly ob- 
scene shots of hill tribe girls were found in 
his possession. Pendragon is being charged 
with child pornography, sacrilege against 
the Buddhist religion and weapons' pos- 
session. 

The Australian's arrest in November 
alerted Thais once again to an all-too- 
familiar cancer in their society. Child pros- 
titution is still rife in Thailand, despite 
Prime Minister Chuan Leekpai’s vow to 
wipe it out. Pendragon was arrested in a 
week when a Frenchman was taken into 
custody in Bangkok for having sex with 
boys, a German couple were caught in 
their Pattaya hotel room engaging in sex 
with two underage girls, and a British man 
was picked up in his Bangkok apartment 
for indulging in child pornography. 

Sanphasit Koompraphant, director of 
the Centre for the Protection of Children's 
Rights, complains that the police are reluc- 
tant to go after such criminals. For a start, 
successful prosecution relies on the child 
prostitutes' evidence in court, which is dif- 
ficult to obtain as they are usually shy 
about reliving their ordeals. There is also a 
widespread impression that policemen can 
be bought in such cases. For instance, the 
Briton found with the child pornography 
was released after paying a fine of only 
Baht 200 (US$8). "You should know that 
the police take money," Sanphasit told the 
REVIEW. 

Under Thai law, sex with a girl under 
15is illegal, whether she agrees to it or not. 
The maximum penalty for the offender is 
15 years in jail. Police figures state that 
100,000 underage girls were involved in the 
flesh trade in 1990; Sanphasit estimates 
their number at 800,000. After the Chuan 
government announced a crackdown, and 
a programme to send young prostitutes 
home for vocational training, brothel own- 
ers forged the ID cards of their girls to 
show that they were over 18. Another ploy 
was to disguise sex establishments as cafes, 
cocktail lounges, beauty salons or private 
homes. 

"The law is not enough, because if the 
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Sanphasit: complaints of police apathy. 


child consents, the family consents, no one 
will complain to the police," says San- 
phasit. His centre, with volunteers nation- 
wide, tries to monitor abuses and alert po- 
lice. But it is an uphill battle. “The law only 
comes in after the crime is committed, 
which means the child has already been 
destroyed," he says. Sanphasit and his 
workers are trying to convince families, 
particularly in Thailand's poorer northern 
and northeastern areas from which most 
of the girls come, to stop selling their 
daughters to agents for Baht 3,000-30,000. 
But, he complains, the practice "is deeply 
rooted in Thai culture." 

The soft-spoken Sanphasit, a 44-year- 
old graduate of Bangkok's Thammasat 
University, has been focusing his centre's 
attention on child prostitution for the past 
three years. His centre is well known, ad- 
vertising in newspapers every month and 
giving its number to central telephone op- 
erators. This was how it became involved 
in the cases of the Australian and French- 
man in Bangkok. 

Pornographic pictures allegedly taken 
by the Australian were sent to him by the 
Bangkok photo shop which processed 
them. Checks with "street children" in the 
city, and the cooperation of the tourist 
police, led to the identification of the two 
girls, and later, the Australian. Sanphasit 
winces as he describes how the eight-year- 
old girl, sold to an agent by her grand- 
mother, was forced to perform oral sex on 
the Australian before he had intercourse 
with her 12-year-old companion, sold to 
the same agent by her mother. "She was 
crying. She had been beaten," he says. 

. 


FAR EASTERN ECONOMIC REVIEW 


z 
o 
9 
z 
m 
< 
4 
> 
[7] 
x 
m 
2 





The Australian was eventually arrested 
in the northern city of Chiang Mai after 
complaints about his pictures from an- 
other photo shop. He had allegedly had 
sex with a number of underage tribal girls. 
As for the Frenchman, he was arrested in 
a police raid on his Bangkok hotel room 
after his stolen camera was recovered by 
the police, who developed his pictures of 
naked young boys. "When the police 
broke into his room he was with a naked 
boy," says Sanphasit, who had been in- 
volved in the investigation. "But the po- 
lice were reluctant to charge him. We had 
to push very hard, and get influential peo- 
ple involved." 

While foreigners indulging in child sex 
in Thailand capture the media headlines, 
domestic cases often go unreported. 
Sanphasit relates a particularly nasty 
incident which occurred recently in Thai- 
land's southern Ranong province, which 
borders Burma. A pregnant 14-year-old 
Burmese prostitute in Ranong was beaten 
up by her pimps to induce a miscarriage. 
“We rescued her and she was sent to hos- 
pital,” says Sanphasit. As a result, police 
raided three Ranong brothels and rounded 
up 144 Burmese prostitutes, 42 of them 
underage. But of these, only 58 of the older 
women were sent back to Burma. The 
younger ones were released to return to 
their brothels. 

The police decided that the 14-year-old 
in hospital was suffering from diarrhoea, 
rather than a miscarriage. "She was re- 
leased from hospital, and has since disap- 
peared,” says Sanphasit. “Since then our 
volunteers have been unable to go to the 
province because they are threatened with 
violence by the pimps.” 

Sanphasit wants the government to in- 
troduce more legislation to prevent poor 
Thai families from selling their daughters 
into prostitution. “The MPs are not inter- 
ested — they have no background on child 
abuse,” he complains. Legislation is being 
drawn up to penalise both the families 
which sell their children and the customers 
of child prostitutes. It will be tabled in par- 
liament sometime in 1994. 

Most underage prostitutes remain loyal 
to their families, even if those very same 
families sold them into a life of degrada- 
tion. This makes prosecution of offenders 
extremely difficult. 

However, Sanphasit refers to one suc- 
cessful prosecution two years ago in the 
case of a 14-year-old girl who was sold toa 
pimp by her mother. The child refused to 
have sex with customers and put up a 
strong struggle against her handlers and 
her mother, who tried to beat her into sub- 
mission. She later testified against her 
mother, who was sentenced to 26 years 
imprisonment. But that, as Sanphasit ad- 
mits, was a flash in the pan in his mission 
to abolish the horrible exploitation of Thai- 
land's children. a 
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mn. 
PDI supporters: 


Third Time Lucky 


Sukarno's daughter chosen to lead Indonesian party 








By John McBeth in Jakarta 

ot even daughter Megawati Su- 
N karnoputri is able to define what 
"Sukarnoism" really is, but there is 
no doubt that memories of her late father 
and Indonesia's first president were in eve- 
ryone's mind as a weary Indonesian 
Democratic Party (PDI), struggled over the 
selection of a new leader. 

Fully three weeks after the collapse of 
the PDI's second attempt at a congress in 
five months, a special Jakarta convention 
of regional delegates finally endorsed the 
mild-mannered Megawati as its over- 
whelming choice for party chairman. It also 
brushed aside bumbling attempts by gov- 
ernment-appointed caretakers to place pro- 
government delegates on her 29-man exe- 
cutive board. The PDI is the smallest of In- 
donesia's three political parties and the 
one that comes closest to filling an “oppo- 
sition" role. 

The long-running PDI saga has raised 
intriguing questions not only about Indo- 
nesia’s parliamentary system but also 
about the cohesion of the country’s ruling 
elite. Indeed, analysts feel it is becoming 
increasingly difficult for the government to 
impose its will on the political structure 
while at the same time maintaining some 
credibility behind its policy of “openness.” 

Echoing the sentiments of a growing 
number of public figures, sociologist Arief 
Budiman recently called on the govern- 
ment to re-evaluate its approach, saying it 
was unavoidable that over time the power 
of civilian society would rise relative to that 
of the state. “It is better,” he said, “to an- 
ticipate it and make necessary adjustments, 
rather than to ignore it.” 

Similar views were expressed by retired 
Lieut.-Gen. Sayidiman Suryohadiproyo, a 
one-time head of the National Defence 
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Council. “It’s obvious 
that at the current pace 
of economic develop- 
ment, the people will be- 
come more critical and 
demanding,” he told one 
of many seminars that 
have become important 
platforms for political 
discussion. “The state 
simply must meet their 
aspirations.” 

One important com- 
ponent of the state is the 
armed forces, whose 
views on Indonesia’s po- 
litical future are becoming harder to dis- 
cern by the day. Some analysts argue that 
Megawati’s victory in the battle for the 
PDI's chairmanship would not have been 
possible without significant military back- 
ing. Others go further to say that the speed 
at which Megawati’s candidacy gained 
currency was as much a commentary on 
the barely disguised friction between Presi- 
dent Suharto and the military and within 
various components of the military itself, 
rather than on her own new-found popu- 
larity. 

Apparently rattled by the uproar over 
the PDI affair and calls for greater indi- 
vidual freedoms, Suharto revived a time- 
worn ghost: the Indonesian Communist 
Party, a powerful political player before 
being banned in 1966. In a rambling dis- 
course on his way back from a visit to In- 
dia, he said the methods of those seeking 
political change today were similar to those 
employed by the communists in the mid- 
1960s. State Secretary Moerdiono later 
sought to play down the communist-party 
reference by explaining that the president 
was only concerned that such demands 
would undermine national stability. 
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Megawati: ‘symbol of change.’ 


What may have also rankled Suharto 
were a series of recent student demonstra- 
tions aimed at him personally and at his 
government's handling of a number of vio- 
lent incidents during the past decade. Fol- 
lowing a rally in mid-December, police ar- 
rested and detained 21 activists for alleg- 
edly insulting the president — an offence 
that carries a maximum penalty of six 
years' imprisonment. Another activist is 
already awaiting trial on the same charge. 

When it became clear that further ef- 
forts by the government to head off 
Megawati’s election could prove unwise, 
senior government officials, including in- 
fluential Research and Technology Minis- 
ter B. J. Habibie, competed with each other 
to support her nomination. Even Suharto’s 
two children on the executive committee 
of the ruling Golkar party joined in the 
face-saving exercise. 

Five days after making a much-publi- 
cised December 10 visit to Sukarno’s East 
Java gravesite, Suharto’s daughter Siti 
Hardijanti Rukmana in- 
vited Megawati to her 
home for a cosy 45- 
minute chat; Mbak 
Tutut, as she is known, 
is one of Golkar's eight 
vice-chairmen. Then, on 
December 20, second son 
and party treasurer 
Bambang Trihatmodjo 
said Megawati had clear 
grassroots support and 
warned of public dem- 
onstrations if her nomi- 
nation was blocked. 

By the time the PDI's 
special convention fi- 
nally got under way, Megawati's election 
was not in doubt. And though some of the 
choices for the party's 29-member exe- 
cutive board reflected old divisions, com- 
mentators were generally satisfied that 
government intervention had been kept to 
a minimum, even if military officers con- 
spicuously attended the convention. Some 
felt the PDI may now be in a position to 
reconcile its fractious components and 
present a unified front in parliamentary 
debates, something the party has not been 
able to do in the two decades since it was 
formed. 

The government named a caretaker 
board to run the pp1's affairs after refusing 
to accept the re-election of incumbent 
chairman Soerjadi at the original PDI con- 
gress in Medan last July. Although he had 
formerly enjoyed government support, 
Soerjadi apparently aroused Suharto's dis- 
pleasure by making repeated calls before 
the June 1992 parliamentary elections for 
strict limits on the presidential term of of- 
fice. 

The caretakers organised a second con- 
gress in early December in Surabaya but 
were unable to muster enough support for 
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Budi Hardjono, the candidate said to be | 


favoured by the government. Some of the 
1,500 Pbi delegates arrived in Surabaya 
bearing signed pledges that they would not 
vote for Megawati, pledges many of them 
said they had been pressured to sign by 


government officials in their home prov- | 


inces. But on the congress's opening day, 


256 of the party's 303 provincial chapters | 


announced they were throwing their sup- 
port behind her. 

"This is the first time that promises to 
government officials have been ignored," 


said Kwik Kian Gie, the former chairman | 


of the party's research and development 
department and now a member of the new 
executive board. "This is a real change and 


a sign of more democracy. It is the influ- | 


ence of all the major happenings that have 


been going on around the world. I think | 
you will see it spreading to other organisa- | 


tions as well." 


Megawati may have been ineffectual in | 


her five years in parliament, but in the 1987 
and 1992 elections she and younger brother 
Guruh Sukarnoputra had a powerful in- 


fluence on Central and East Java voters. | 
The charismatic former President Sukarno, | 


notwithstanding his many failings in man- 


aging Indonesia's economic development | 


in the 1950s and early 1960s, remains a 
popular figure for many Indonesians, in- 
cluding the young. Suharto, who by tem- 





perament and political approach is the op- | 


posite of his predecessor, is clearly uncom- 
fortable at being compared to Sukarno. For 
the last two parliamentary elections, the 
government has prohibited PDI supporters 
from wearing clothing or carrying banners 
with Sukarno's likeness. 


The government has defended these | 


bans by saying it wants to prevent a return 


of "primordial" or "sectarian" politics, | 


which it associates with Sukarno's rule. But 
there is clearly a personal element to these 
policies as well. It has not escaped public 
attention that Megawati's modest lifestyle 


contrasts sharply with that of Suharto's | 


children, who maintain privileged posi- 
tions in Indonesian business. 


The PDI may be looked on as a tame | 
opposition at best, but it has made signifi- | 
cant gains in the last two elections, increas- | 


ing its seats from 24 to 56 since 1987 — 
mostly at the expense of Golkar, which 


controls 282 of the 400 directly elected | 


seats. Another 100 parliamentary seats are 
occupied by military appointees. 





With Megawati firmly in charge of the | 


PDI, there are fears among Suharto’s top 
officials that at the next general elections in 
1997 a fired-up PDI might take an even big- 


ger bite out of Golkar’s long-dominant po- | 


sition. Suharto’s second son Trihatmodjo 
echoed those sentiments, telling the Kompas 
daily that while Golkar would still win a 
majority of the seats, it would suffer major 
losses among younger voters who see 
Megawati as the symbol of change. " 
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Cambodian Government. 


King Norodom Sihanouk of Cambodia wrote this essay as a 


v citizen. It does not necessarily represent the views of the 


Forging Cambodian Nationhood 


pendence, territorial integrity and 

national unity, it cannot constitute 
itself as a State worthy of the name. Under 
Sangkum Reastre Niyum, the Kingdom of 
Cambodia undeniably had these attributes. 
In the 1960s, Thailand, Laos and anti-com- 
munist South Vietnam were the only coun- 
tries that refused to recognise Cambodia's 
"existing" territorial and maritime borders. 
Even so, they dared not grab any territory 
belonging to Cambodia. 

Today, our nation finds part of its terri- 
tory and territorial waters illegally occu- 
pied by certain big neighbours. Thailand 
and Vietnam recognise neither our territo- 
rial integrity nor our land and sea borders 
of 1963-69. Furthermore, 20% of Cambo- 
dian territory is today occupied and ex- 
ploited by an armed and "independent", 
that is, secessionist, faction: the Party of 
Democratic Kampuchea (PDK), better 
known as the Khmer Rouge. Under the 
pretext of a non-existent struggle against 
the Vietnamese, this faction has set up a 
. veritable state within a state. 

The "Kingdom" of Cambodia today 
thus is like a body whose important parts 
have been chopped off by foreigners and 
whose own children have hacked off an 
arm and a leg and gouged out one eye. 

The Khmer Rouge say that in 1994 
Cambodia is still not independent of Viet- 
nam because the Royal Government, its 
army, police, administration, and national 
assembly are full of Vietnamese agents and 
the Vietnamese still control the country 
from top to bottom with the exception of 
the PDK zone. Prime Minister Prince Noro- 
dom Ranariddh categorically denies this. 
Now, it is likely that within the People's 
Party (of Chea Sim and Hun Sen) there are 
those that lean towards Vietnam. But to 
accuse them of being traitors goes too far. 

I have always believed that our Cambo- 
dian race is above all for a Cambodian 
Cambodia and 100% independent Cambo- 
dia. There are foreign agents in all coun- 
tries, and in Cambodia there probably are 
agents of Vietnam, as well as of Thailand 
and the U.S. Central Intelligence Agency. 
But to claim that Cambodia is still part of 
the Vietnamese protectorate is unjust. 

I have always associated my name, my 


U ntil a country enjoys national inde- 
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By Norodom Sihanouk 





policy and my actions to the ideal of a com- 
pletely independent Cambodia. Never 
would I have accepted election as King of 
Cambodia were I not convinced that we 
have succeeded in recreating an authenti- 
cally independent Cambodia. 

The Khmer Rouge charge too that Viet- 
nam still occupies territory that belonged 
to Cambodia in the 1960s. The PDK add 
that it will surrender to the Royal Govern- 
ment its autonomous zones on the day the 
Vietnamese irrevocably respect Cambo- 
dia's land and sea borders of 1963-69. 

To maintain such a discourse is not 
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worthy of a patriot. As Khmer citizens, the 
PDK has no right to treat the Cambodian 
state as if it does not care for its territorial 
integrity and national unity. The Cambo- 
dian constitution upholds the belief that 
Cambodia is one and indivisible. The PDK 
cannot put itself above the law of the Cam- 
bodian state and, above all, the Cambodian 
constitution. The blindness of the PDK to- 
wards the other big neighbour trampling 
under foot Cambodia’s land and sea bor- 
ders removes all credibility from its thesis 
that the Khmer Rouge problem can be re- 
solved only after Cambodia gains inde- 
. 
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pendence from Vietnam. How can Cambo- 
dia negotiate its border with big neigh- 
bours when it cannot end the existence of a 
Khmer Rouge state within its borders? 


he PDK's justification for maintaining 

[ its armed forces and economy in its 

autonomous zone is that it is the 

only force capable of fighting the Vietnam- 

ese expansionists. Without the PDK, it is 
claimed, Cambodia would not exist. 

Since the signing of the Paris Accords 
in October 1991, however, the Khmer 
Rouge army has mounted no operation to 
put back the border markers that were un- 
lawfully moved well inside Cambodia. To 
be sure, I condemn any military operation 
against any foreign country, and I accept 
the resolution of any external or internal 
question only by peaceful means, with 
strict respect for human rights. My remark 
is designed only to show that though the 
Khmer Rouge has earned hundreds of mil- 
lions of dollars by exploiting natural re- 
sources in its zone, it has in no way ad- 
vanced the cause of protecting the territo- 
rial integrity of Cambodia. On the contrary, 
the Khmer Rouge has killed a number of 
Vietnamese residents — including women 
and children — and brought international 
condemnation upon Cambodia. 

Since the signing of the peace accord, 
the Khmer Rouge has destroyed bridges, 
cut roads and railway lines, planted mines 
and burned villages. The death and de- 
struction caused by the Khmer Rouge have 
only helped to plunge our country further 
into the pit of underdevelopment while 
rich foreign powers have done very little 
to reconstruct our country. 

If the PDK has any concern for the wel- 
fare of Cambodia and its people, and if it 
has any patriotism at all, it should stop of- 
fering false justification for its separate ex- 
istence. I call upon the Khmer Rouge to 
accept an immediate total cease-fire 
throughout the country; immediately 
transfer the Preah Vihear, Pailin and other 
zones to the Royal Government; dissolve 
their army and merge parts of it into the 
national army. In compensation the Khmer 
Rouge — minus Pol Pot, leng Sary, Nuon 
Chea and Ta Mok — should be given some 
political role in the Royal Government. m 
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DIPLOMACY 


Baltic Two-Step 


Latvia struggles to maintain ties with both Chinas 





By Jeffrey Lilley i in a Moscow 





China, you can’t blame Keenan K. H. 

Chang for feeling besieged. When he 
wants a Chinese meal, Chang, Taiwan’s 
consul general in Latvia, has to turn to res- 
taurants run by mainlanders. But there is 
one problem Chang doesn’t have to worry 
about as he tucks into lunch: being con- 
fronted by one of his diplomatic counter- 
parts from the mainland. 

That's because there are no diplomats 
from the Beijing government currently 
posted in Riga, Latvia's capital. Latvia and 
China established official diplomatic rela- 
tions in September 1991. At the time, Bei- 
jing said it intended to make Riga the base 
of its diplomatic operations in the newly 
independent Baltic states. But in April 1992, 
Chinese diplomats left en masse when Bei- 
jing, furious at the opening of a Taiwanese 
consulate down the street, shut down its 
Latvian diplomatic mission. 

Ever since then, Beijing and Taipei have 
been engaged in a diplomatic mating 
dance for the favour of this tiny country of 
2.5 million people on the shores of the Bal- 
tic Sea. So far, Chang is winning the battle 
in Latvia, where he heads up Taiwan's sole 
consulate in the former Soviet republics. 
Latvia, meanwhile, has earned a place in 
the diplomatic record books as the only 
country in the world to maintain diplo- 
matic ties with both the China and Taiwan. 

In a departure from its practice of shun- 
ning countries which have relations with 
Taipei, Beijing continues to maintain diplo- 
matic ties with Riga and communicates 
with the Latvian Foreign Ministry on a 
range of issues. "They didn't shut the door 
behind them," says Elena Staburova, a 
China specialist at the Latvian Institute of 
International Affairs. 

But in a sign that Taipei still retains the 
upper hand, the Latvian Government and 
parliament recently came out in support of 
maintaining relations with Taiwan, despite 
plainly stated demands from Beijing that it 
do the opposite. Chang calls the decision 
to grant a two-year grace period a “politi- 
cal boost." But the 30-year veteran of Tai- 
wan diplomacy also knows that things 
could change in a hurry. If he cannot pro- 
duce economic aid and investment for the 
Latvian Government, he runs the very real 
risk of wearing out his welcome in Riga's 
corridors of power. 

Latvia's delicate two-China policy has 
its roots in 1991 when the brand-new gov- 
ernment attempted to play Beijing and Tai- 


|: a world increasingly deferring to 
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pei off one another for economic gain. Tai- 
wan got off to a fast start by wining and 
dining Latvian politicians on several highly 
publicised trips to Taipei in 1992. 

But today Latvian policymakers appear 
to be re-thinking their strategy. In the For- 
eign Ministry, Asian desk officers empha- 
sise Latvia still has “diplomatic” relations 
with Beijing, while downplaying its “offi- 
cial” relations with Taipei, leaving a visitor 





Latvia would like more of their custom. 


from Moscow with the task of deciphering 
the difference between the two terms, 
which are used interchangeably in the lexi- 
con of international diplomacy. On a more 
personal level, Latvian politicians are now 
careful not to be photographed with 
Chang, lest an inopportune picture in the 
newspapers harm their election prospects. 

Much of the disillusionment with Tai- 
wan is a result of what Latvian politicians 
see as unfulfilled promises from Taipei. 
There has been little Taiwanese investment 
in Latvian industry and few signs of prom- 
ising joint-venture projects. Taiwan's big- 
gest problem in Latvia, however, is the rap- 
idly expanding trade relationship between 
Latvia and China. 

China is Latvia’s leading trade partner 
in Asia. In the first five months of 1993, 
Latvian exports to China, at US$11 million, 
were three-and-a-half times greater than 
exports to Taiwan. That figure, analysts in 
Riga believe, could be as much as 10 times 
higher if official contacts between Beijing 
and Riga were upgraded. “It’s easier to 
find a market in a country of 1 billion peo- 
ple,” notes Aleksandrs Kirsteins, chairman 
of the Latvian parliament’s committee on 
foreign affairs. 

In the face of growing Sino-Latvian eco- 
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nomic ties, Taiwan clings to its northern 
outpost thanks to the constructive, some- 
times brilliant personal diplomacy of 
Chang, a soft-spoken veteran of Taiwanese 
diplomatic manoeuvring. No stranger to 
being uprooted at short notice, Chang 
arrived in Riga in February 1992 from 
Riyadh after Saudi Arabia decided to es- 
tablish diplomatic relations with Beijing. 
After two years in Riga, Chang moves 
comfortably in local political circles and is 
responsible, in the words of a Latvian 
China specialist, for Taiwan's "elegantly 
developed policy" in Latvia. 

In his pitches to local politicians, Chang 
strikes an emotional chord when he men- 
tions how the two small, but fiercely inde- 
pendent countries of Latvia and Taiwan 
have battled communist 
governments. But here, 
too, the resonance is dy- 
ing down after two 
years of lethargic 
Latvian-Taiwanese ties. 
Says Juris Paiders, the 
editor of the Latvian 
newspaper, Dienas 
Bizness: “My personal 
sympathies are on the 
side of Taiwan because 
they didn’t let commu- 
nism win, unlike in my 
country. But from the 
point of view of busi- 
ness, China is more at- 
tractive, and close rela- 
tions with Taiwan close 
off economic contact 
with China.” 

The changing mood in this quaint Baltic 
capital of cobblestone streets and Germanic 
architecture has not gone unnoticed by 
Chang. He has been urging Taipei to send 
technicians to instruct Latvian engineers, 
and is actively supporting a few high pro- 
file projects with Taiwanese financing, one 
of which is a US$20-million venture to up- 
grade Riga airport. 

One puzzling question remains: why 
has Beijing shown so much restraint in its 
diplomacy towards Latvia? Latvian ana- 
lysts themselves cannot provide a straight 
answer. “Perhaps, Latvia is a testing 
ground for China to show it is more flex- 
ible in international affairs,” muses 
Staburova at the Latvian Institute of Inter- 
national Affairs. 

Flexibility has its limits, however. Bei- 
jing has said it will not return its diplomats 
to Riga until Latvia recognises Beijing as 
the sole and legal government of China, 
and until the Taiwanese consulate is closed. 
Well aware of Latvia’s economic needs, 
Beijing seems confident that Latvia, once it 
more thoroughly considers economic reali- 
ties, will lean towards Beijing. “The ball is 
in Latvia’s court,” says a spokesman for 
China’s Embassy in neighbouring Lithua- 
nia. “They must correct their mistakes." m 
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TRE EGGED RACE: Titi: Was excite- 
ment ithe ai? The, most. famous vegeta- 


bles in Horig-Kong-(othér than the mem- 
bers of the Beijing-sponsored Preliminary 
Working Committee) were being dug up. 
These are two 100-year-old banyan trees in 
Happy Valley, due to be moved to make 
room for redevelopment. 

Teams of biologists and engineers had 
prepared a year-long programme of deli- 
cate operations to ensure the massive trees 
could be moved without harm. At last the 
day had arrived for trained tree surgeons 
to dig down and make careful incisions on 
the outer roots. 

The specialists, subcontracted by con- 
struction firm Dragages, stared down into 
the hole — and their jaws dropped. Some- 
one had beaten them to it! Several of Hong 
Kong’s utility organisations, Hong Kong 
Electric, Hongkong Telecom and the Wa- 
ter Supplies Department, had simply 
hacked off loads of roots to make room for 
their pipes and cables. “We were sur- 
prised,” said redevelopment project man- 
ager Kenneth Wan, with admirable under- 
statement. 

What happens when Hong Kong utility 
firms have work to do at hospital surger- 
ies? Do the pipe-layers nip in early with 
their toolboxes and finish off all the opera- 
tions themselves? 


BATHOLOGICAL: Iris Stoner went to the 
swanky US$100-a-night Sherpa Hotel in 
Kathmandu, Nepal, and found a sign on 


- Excursions 


VITTACHI 





the wall: “We request you not to bathe out- 
side the bath tub.” 


SPERMAFROST: Pauli Musto of Vancou- 
ver, dining at a rather intimate steak house 
in Osaka recently, asked the mamasan a 
question. How come Japan is full of “genu- 
ine Kobe beef” when, during eight years in 
Kobe, Pauli had not seen a single cow? The 
mamasan said the modern way was to post 
cow sperm from Kobe to the United States 
and insert it into American cows. 

If this brief experience makes U.S. cows 
into Kobe beef, I guess the “commercial 
sex workers” of Tokyo’s Kabuki-Cho must 
really be citizens of the world. 


SIGNIFICANT MOMENTS: Presenter 
Stewart Clarkson was heard on Hong 
Kong’s Radio 3 at 6 a.m. on Saturday, 


anal cruises.” 





SEAT OF LEARNING: Reader Horace Jen of Alexandria, Virginia, came upon this curious 
attraction on a recent trip to Amsterdam. ‘While | was aware of Amsterdam’s fame in sex 
and drugs, | was not prepared for this new tourist attraction,’ he said. Perhaps this is what 
is meant by the phrase ‘bottom of the sea’? 
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December 18, saying: “Low tide will be at 
a quarter to sometime this morning.” 


GIVE THEM A HAND: Roger Crutchley in 
the Bangkok Post reports that a hotel swim- 
ming pool in Pattaya is adorned with a 
sign saying: “Children must be accom- 
panied by part of an adult.” 





ROUND THE BENZ: A new magazine has 
been launched in the Middle East by Midex 
Publishing of Dubai. As you can see from 
the masthead above, the title is LifeStyles. 
This is remarkably similar to the logo on the 
popular U.S.-produced brand of condoms, 
also known as LifeStyles. 





| just hope that someone who orders an 
urgent delivery of LifeStyles gets the right 
one, otherwise his lifestyle could be a bit of 
a flop. 

Incidentally, the magazine contains a good 
anecdote about the Sultan of Brunei. He 
apparently ordered a fleet of 65 of new 
Mercedes-Benz 600 SEC luxury cars — to 
give away as “leaving presents” to his 
dinner guests. My dinner guests are lucky 
to leave with their own umbrellas. 


NOT VIABLE: From the Philippine Star on 
December 29: “The comprehensive agrar- 
ian reform program will need some P80 
billion, within five years to make the pro- 
gram unable.” 


PAIN IN THE NECK: My rather unattrac- 
tive British friend Dave was looking de- 
pressed. In Bangkok, last week, “a bar girl 
in Patpong told me she had a headache,” 
hé claimed. " 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Phnom Penh street scene after the Khmer Rouge had been ousted. 
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REWRITING 


HISTORY 


Coup Questions 


Secret cables rebut theory that U.S. ousted Cambodia’s Sihanouk in 1970 


By Ralph Smith 


istory turned full circle in Cambodia 

on September 25, 1993, when Prince 

Norodom Sihanouk resumed much 
of the power he relinquished when he was 
deposed as head of state by a rightwing 
coup on March 18, 1970. 

The 1970 putsch has long been the sub- 
ject of bitter debate, with some commenta- 
tors blaming the United States — in par- 
ticular then U.S. National Security Adviser 
Henry Kissinger — for organising the coup 
and, by extension, for the civil war and 
Khmer Rouge reign of terror that followed. 

However, a recent investigation of top- 
secret U.S. documents shows these theo- 
ries to be off the mark. Declassified U.S. 
diplomatic cables indicate a level of confu- 
sion and disarray among American policy- 
makers that would be unlikely if the coftp 
had been plotted in Washington. 

For his part, in his memoirs Kissinger 
vehemently denies that President Richard 
Nixon's administration deliberately engi- 
neered the coup in order to make way for 
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the U.S. invasion of Vietnamese commu- 
nist ^sanctuaries" inside Cambodia. Never- 
theless, once Sihanouk was overthrown, 
the U.S. military did not waste much time 
attacking the Vietnamese Cambodian sanc- 
tuaries, as a joint U.S.-South Vietnamese 
task force poured into the country some 
six weeks later on April 30. 

Kissinger also maintains that he was 
taken completely by surprise by the crisis 
in Phnom Penh. He records in his memoirs 
that neither Nixon nor his senior advisers 
had any plans for military action across the 
Cambodian border until mid-April, when 
advancing North Vietnamese forces began 
to threaten the survival of the newly in- 
stalled Lon Nol regime. 

Recent research in U.S. military ar- 
chives, however, suggests a very different 
picture. A key document is a top-secret 
"back channel" message sent on March 26, 
1970 by Gen. Earle Wheeler, then chairman 
of the Joint Chiefs of Staff in Washington, 
to the Hawaii headquarters of Adm. John 
McCain, commander-in-chief of U.S. forces 


in the Pacific, and Gen. Creighton Abrams, 
. 


FAR EASTERN ECONOMIC REVIEW 


commander of U.S. military forces in South 
Vietnam, who was based in Saigon. Sent 
eight days after the coup that toppled Si- 
hanouk, the message contained precise in- 
structions, given "in accordance with guid- 
ance from higher authority," to prepare 
contingency plans for two attacks on com- 
munist base areas inside Cambodia. 

One attack would be directed against 
“Base Area 352,” just over the Cambodian 
border from South Vietnam's Tay Ninh 
province in an area known to the U.S. mili- 
tary as the "Fish Hook." Prior to the order 
for its evacuation, which was apparently 
issued on March 19, this area was correctly 
believed to contain the Vietnamese com- 
munist command headquarters for opera- 
tions directed against South Vietnam. 

The second plan was for a move into 
the area known as the "Parrot's Beak" in 
Cambodia's Svay Rieng province. McCain 
and Abrams were "to plan on use of com- 
bined forces." In other words, U.S. as well 
as South Vietnamese forces were to be em- 
ployed, including, if necessary, American 
ground troops. The urgency of the instruc- 

JANUARY 


13, 1994 








tion was indicated by a request that the 
plans be forwarded to Washington by 
March 30, or four days hence. 

The reply from Abrams has also been 
declassified, indicating a preference for the 
first option and the use of U.S. ground 
troops. Both documents are found in 
Abrams' papers lodged in Carlisle Bar- 
tacks, Pennsylvania. We also know from 
another declassified source that on April 3 
the Joint Chiefs of Staff embodied Abrams’ 
proposal in a formal memorandum to 
then-Secretary of Defence Melvin Laird. 

The timing of Wheeler's initial cable is 
also interesting. It was sent eight days after 
the coup against Sihanouk and at the end 
of a period of considerable uncertainty in 
Washington, where for several days there 
seems to have been genuine doubt whether 
the prince would try to return to Cambo- 
dia and perhaps even regain con- 
trol. 

In the event, Sihanouk decided 
to remain in Beijing. But it was not 
until March 23 — after consulta- 
tions with North Vietnamese Pre- 
mier Pham Van Dong as well as 
Chinese leaders — that he issued 
his famous “message to the nation" 
dissolving the Lon Nol government 
and proclaiming a united front to 
oppose it. Two days later, Hanoi 
came out openly in support of this 
move and proceeded to break off 
relations with Phnom Penh. 

Vietnamese communist forces 
were probably already moving to 
support an expansion of the armed strug- 
gle in Cambodia, which was under way by 
around April 4. The Chinese, however, 
were more circumspect. They did not im- 
mediately abandon their efforts to revive 
Cambodian neutrality, which may have 
given some U.S. officials a reason to hope 
for a diplomatic solution. 

The situation was still not wholly clear, 
even on March 26. We do not know the 
background to Wheeler's message, initiat- 
ing contingency military planning. But as 
late as March 31, Laird wrote to Secretary 
of State William Rogers saying that "we 
will be in a difficult position if Cambodia 
asks the U.S. Government to become 
militarily involved in that country." 

On the same day, perhaps at the behest 
of the U.S., Lon Nol issued a statement re- 
affirming Cambodia's "strict neutrality," 
while insisting that neither South Vietnam- 
ese nor U.S. forces were authorised to vio- 
late Cambodian territory. On the other 
hand, Laird did favour a programme of 
U.S. military assistance to the Lon Nol re- 
gime, and even raised the possibility of 
asking Australia to send advisers to help 
the Cambodian armed forces. Meanwhile, 
the U.S. State Department was trying to 
block a proposal to set up a Central Intelli- 
gence Agency station in Phnom Penh. 

This concatenation of events suggests a 
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Coup leader Lon Nol. 


considerable measure of confusion, rather 
than the pursuit of a clearly defined objec- 
tive worked out even before the anti-Si- 
hanouk coup. Nevertheless, the exchange 
of messages between Wheeler, McCain and 
Abrams seems to belie the claim that no 
military plans were afoot until after the 
middle of April. 

As for Kissinger, he says he went on 
holiday for a few days at the end of March, 
prior to a further secret meeting with North 
Vietnam's chief negotiator Le Duc Tho in 
Paris on April 4. It may have been that 
meeting in France which saw the end of 
any possibility of diplomatic moves to re- 
store Cambodian neutrality. But the ad- 
ministration took several weeks longer to 
make up its mind to act. In the end, the 
needs of the war in Vietnam — which dic- 
tated the elimination of the sanctuaries — 





An American 
adviser with a 
South 
Vietnamese 
officer inside 
Cambodia after 
the 1970 
invasion. Left: 
Gen. Abrams. 






proved more important than action to 
guarantee Cambodia's survival. 

There seems every reason to believe that 
the coup itself arose from internal political 
rivalries in Phnom Penh, and particularly 
from a confrontation over the issue of re- 
storing Cambodia's participation in the 
world economy and its links with the U.S. 

Even before Sihanouk left for France at 
the beginning of January 1970, Cambodia 
had been readmitted to the IMF, and was 
embarking on a programme of economic 
reform. The main obstacle to such reform 
seems to have come from a small group of 
people close to the family of Sihanouk's 
wife, Princess Monique, including the chief 
of police. One objective of the coup may 
have been to eliminate that obstacle. An- 
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other objective, clearly, was to end the i 
licit movement of Cambodian rice and Chi- 
nese weapons to Vietnamese communist. 
forces along the border, a prerequisite for _ 
any serious reconciliation with Washing- 
ton. 
Where Prince Sisowath Sirik Matak, 
then vice-premier in charge of security, and 
the rightists may have miscalculated was 
in expecting Washington to respond in. 
much the same way as it had done to the 
removal of Sukarno as president of Indo- 
nesia in 1966-67. : ‘ 
Indeed, in a remarkably prophetic 
speech made in February 1968 denouncing | 
the incipient armed struggle of the Khmer 
Rouge, Sihanouk had said that "if they go 
on creating insecurity and waging war. 
it will be necessary to dissolve th 
Sangkum [the loose, but all-embracing or- 












AFP. 





ganisation established by Sihanouk in 
April 1955 to unite Khmers under a non- 
political umbrella] and to hand over power 
to the military authorities, led by Lon Nol, 
who will then be like Suharto in Indonesia. 
It will be up to him to decide whether we 
should accept U.S. aid again." 

But when the change finally came about 
in March 1970, Lon Nol and Sirik Matak- 
faced a divided administration in Wash- ~ 
ington and a U.S. Congress bent on thwart- — 
ing any extension of U.S. commitments in. ^. 
Indochina. All possibility of a substantial 
U.S. programme of military as well as eco- 
nomic assistance to the new regime disap- 
peared completely with the outcry that fol- 
lowed the invasion of the sanctuaries at the 
end of April. Had such a programme been. ^: 
mounted on a scale sufficient to enable Lon © 
Nol to resist both internal and external op- 
position, the world might never have heard 
the name Pol Pot. a 















Dr Ralph Smith is Professor of the Interna- 
tional History of Asia, School of Oriental and 
African Studies, University of London. He is ^ 
also the author of the multi-volume intera- - 
tional History of the Vietnam War. 
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BOOKS 


Thought for Food 


His 
Toi 


London. £25. 

The Rituals of Dinner: The Origins, 
Evolution, Eccentricities, and 
Meaning of Table Manners by 


Ma 


£17.99. 


vious reasons, is as important as the 
quest for food. Equally, the mechan- 


ics 


basis of all economic activity. The 


cre 


litical institutions was also largely 
predicated on who controlled the 
supply of food, and how. Further, 
the need to sanctify and mediate the 
acts of growing, harvesting and eat- 
ing food have given all societies much of 


tory of Food by Maguelonne 
issaint-Samat. Blackwell, 


rgaret Visser. Viking, London. 


No human activity, for very ob- 


of obtaining nourishment is the 


ation, if not maintenance, of po- 


their ritual and symbolism. 


Siv 


Maguelonne Toussaint-Samat's discur- 
e, often funny and sometimes wildly 


opinionated history of food starts with 
honey and ends with vitamins. Although 
much of her material is based on the Euro- 
pean experience, she tackles key elements 


in 


Asia's vast contribution to culinary 


progress. 
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While Toussaint-Samat's history is by 


Karate Science 


The Formation of Science in Japan: 
Building a Research Tradition by James R. 
Bartholomew. Yale University Press, New 
Haven and London. US$23. £14.50. 


In spring 1894, Hong Kong was afflicted 
with plague. What had caused the out- 
break of the disease, previously thought 
to be extinct? The scientist who supplied 
the answer by isolating the plague bacil- 
lus was a Japanese called Shibasaburo 
Kitasato. Kitasato went on to make sev- 
eral other important breakthroughs, in- 
cluding the discovery of natural immu- 
nity. 

Another major contribution to mod- 
ern medicine was made some years later 
by a second Japanese, Katsusaburo 
Yamagiwa, who pioneered a technique 
for inducing cancers in laboratory ani- 
mals. Neither received the recognifion 
they deserved. 

In his book, which covers the half- 
century from the beginning of the Meiji 


VGUSSAINT-SAMAT 


MAGLLERONN I 


hy Anthea Bel 





its nature a broad-brush, macro look at 
food, Margaret Visser’s far more tightly fo- 
cused micro view represents an exercise in 
anthropology. Two schools meet here: the 
“you are what you eat,” and the “we are 
how we eat,” or indeed who we don't eat. 

The History of Food's most detailed sec- 
tion on Asia concerns the spice trade, per- 
haps the single most important factor link- 


Restoration to 1920, James Bartholomew 
marshals Kitasato, Yamagiwa and sever- 
al dozen of their contemporaries to dem- 
onstrate that the first generation of Japa- 
nese trained in Western science achieved 
far more than is generally realised. 

He nevertheless provides much evi- 
dence to support the stereotype of Japa- 
nese scientists as “little more than tools 
for the extraction of knowledge from the 
West, not creators of knowledge." And 
he poses the key question, as applicable 
now as it is to his chosen period, "Could 
Japanese scientists be equally faithful to 
the Western scientific norm of imper- 
sonal criticism and to Japanese society's 
expectation of loyalty to mentors?" 

Consider, for example, the attitude of 
Kotaro Honda, inventor (in 1916) of what 
was in its day the strongest magnetic 
steel in the world, to his research assist- 
ants at Tohoku University. If one of them 
dared to challenge Honda's views, the 
professor would snap, “I do not think 
that is right. If you were to do more re- 
search you would agree with me." 

Kitasato, by contrast, recognised that 
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ing the fates of Orient and Occident. The 
story of the northern European need for 
preservatives and lust for something 
interesting to eat is often told. Neverthe- 
less, Toussaint-Samat's occasionally breath- 
less account serves as a reminder that the 
17th and 18th-century spice trade 
was something akin to modern nar- 
cotics trafficking, in terms of the 
huge profits and the measures taken 


to protect markets and supplies. 


governorship of Mauritius. 


cloves than dynastic struggles." 


it was "in the nature of science to cause 
conflict between teachers and students." 
He wanted his students to develop 
strong personalities of their own. Alas 
for Japanese science, Honda-style brow- 
beating appears to be the norm and 
Kitasato's kinder, gentler approach the 
exception. 

But by investigating the exceptions as 
well as the rules, Bartholomew has done 
a great service to the history of science 
in general and to Japan studies in par- 
ticular. His lucidly written, richly de- 
tailed book, originally published in 1989 
and now appearing in paperback, is a 
treasure chest of information unobtain- 
able anywhere else — in Japanese or 
English. 

Ideally, one would like to see the 
same author — a professor in the depart- 
ment of history at Ohio State University 
— attempt a sequel covering Japanese 
science during the almost equally little- 
known half century from 1920 to 1970. 

m Bob Johnstone 


Bob Johnstone is a writer based in Tokyo. 
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Her account of how Frenchman 
Pierre Poivre stole nutmeg and clove 
seeds from under the noses of the 
Dutch in Timor, and made off with 
them to Mauritius in 1753, serves as 
an example. Poivre's initial efforts, 
where capture would have meant 
certain execution at the hands of the 
ferocious Dutch spice monopolists, 
were unrewarded as he failed to pil- 
fer enough seeds to sustain an or- 
chard. He subsequently sank into 
obscurity until 1767, when connec- 
tions in France helped him win the 


Established in his new post, 
Poivre despatched two ships to the 
Moluccas to covertly acquire a greater 
range and quantity of spices from the 
Dutch. The expedition succeeded, and the 
surviving clove trees became the ancestors 
of the clove industry in the French Indian 
Ocean and Zanzibar that broke the Dutch 
East Indies monopoly. The 19th-century 
British economist James Rogers maintained 
that there was "more blood spilt over 


1994 





The appreciation of a good story some- 
times, however, leads Toussaint-Samat 
astray. In a section on cardamon, for exam- 
ple, she says the spice is "the speciality, 
and indeed the sole economic resource, of 

_ a curious and interesting Khmer race, the 
Pohls, descended from freed royal slaves. 
The appalling Pol Pot who all but extermi- 
nated his fellow countrymen in the 1970s 
was one of them; perhaps the two facts 

- help to explain each other." Unfortunately, 
they do not. Pol Pot is “no relation" to the 
cardamon Pohls. 

Such cavils aside, both books contain a 
mass of "I-didn't-know-that" information 
— making them valuable tools for cocktail 
parties and long air journeys. In the wrong 
hands, however, Visser's Rituals of Dinner 
could rapidly reduce a meal to a self-con- 
scious and nerve-wracked catastrophe. 

Setting the tone of her book, Visser 
writes that "behind every rule of table eti- 
quette lurks the determination of each per- 
son present to be a diner, not a dish." 

Table manners, it seems, are the direct 
result of societies having to manage the 
volatile mix of bringing to table dead ani- 
mals and their killers — the latter often 
still equipped with the means to do equal 
damage to their fellow diners. Visser's pre- 
cise, scholarly prose on the dangers inher- 
ent in what has always seemed a convivial 
and enjoyable activity only adds to the hor- 
ror lurking beneath the flower arrange- 
ments, napkins and elaborate protocol of 
cutlery divisions, 

Apart from references to chopsticks, eat- 
ing with hands and the role of women at 
table, Visser concentrates mainly on Euro- 
pean traditions and mores. She also tells 
good stories. One which translates across 
the East-West cultural and gastronomic di- 
vide and gives a taste of the breadth of her 
research concerns Napoleon Bonaparte's 
chancellor, Cambaceres. 

A noted gourmand, Cambaceres once 
honoured a visiting Russian tsar by serv- 
ing him a 74-kilogram sturgeon. The huge 
fish was brought into the banqueting hall 
by footmen on a flower-bedecked ladder, 
accompanied by musicians and torch bear- 
ers. The parade trooped the fish around 
the table as guests stood on their chairs to 
admire the display. As the procession 
made its way out of the hall so that the 
sturgeon could be carved, one of the bear- 
ers lost his footing and the vast fish slid to 
the floor in front of the stunned guests. As 
the tumult died away, Cambaceres — with 
great timing and dignity — said simply: 
"Serve the other one." 

Àn even larger, more ornately capari- 
soned fish was then marched in. It was a 
highly ostentatious set-up, with the first 
fish "sacrificed to honour the second." 

u Gavin Greenwood 


Gavin Greenwood is a writer based in Hong 
Kong. 
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Between Lost 
and Found 


Ban Vinai: The Refugee Camp by L ynel lyn 
D. Long, Columbia University Press, New 
York. US: 45, 


“Tam always depressed v when I come to 
Ban Vinai," says Pere, a French Jesuit priest 
who lived and worked for nearly 40 vears 
with the Hmong, an ethnic minority from 
the highlands of Laos. When the country 
fell to the communists in 1975, thousands 
of Laotians fled across the Mekong into 
neighbouring Thailand, 





ing to wait gave them a kind of power. 
Long translates Ban Vinai, so named af- | 
ter the camp's first commander, as. "Vil. 
lage of Discipline." Discipline came at the _ 
refugees from all sides. The Thai guards _ 
had rules for security, UNHCR had rules for | 
refugee status, resettlement countries had. 
rules for eligibility and relief agencies hadi 
rules for services. a 
“Refugee camps," Long writes, "share 
characteristics of other total institutions? 
prisons, asylums and hospitals. These ^. 
camps enforce a dominant Western bü-.: 
reaucratic and rationalised system on their 
inhabitants." Simply waiting, for the 
Hmong, was a way of resisting "the insti- 








| tution's enforced socialisation.” The costs, o 


however, have been high: .. 





where they were placed in 
refugee camps. "Before, 
they had a life revolving 
around the seasons, the 
planting," Pere tells the au- 
thor of Ban Vinai: The Refu- 
gee Camp. "Here, they can- 
not really work . . . Here, 
people make only dreams." 

But refugee camps, too, 
have their seasons and their 
occupations. In this subtle 
and penetrating study, 
American ethnographer 
Lynellyn Long traces the 
lives of three refugee 
households in Ban Vinai 
over the course of one vear. Written as a 
first-person narrative, Bau Vinai: The Refu- 
gee Camp captures the daily predicaments 
and preoccupations of ordinary people liv- 
ing, like so many refugees, "between what 
they had lost and what they had not yet 
found." A shaman's ritual horse-ride into 
the spirit world to cure a child's illness, a 
United States resettlement interview, à 
meeting of the Hmong resistance, a New 
Year's festival — each is both a rite of pas- 
sage and a way of marking time, an illumi- 
nation of Hmong culture and refugee camp 
culture. 

By 1986, when Long did her primary 
research, most of Ban Vinai's 44,000 resi- 
dents had lived for a decade in the camp. 
Thai authorities were growing impatient. 
The United Nations High Commission for 
Refugees (UNHCR) was pushing voluntary 
repatriation but the Hmong, at least at the 
time, were having none of it. The U.S. had 
already resettled 40,000 people out of the 
camp and the option was still open. The 
Hmong chose, instead, to wait. 

Some waited on the word of their lead- 
ers, who were still fighting a futile guerilla 
war against the socialist regime. Some 
waited for family members still inside 
Laos, or for a change in government. Oth- 
ers could not face the frightening move to 
a distant land. But the Hmong had another 
motive, too, Long suggests. In a world 
fenced in by someone else's rules, choos- 
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suicides, family violence, 
addiction and. boredom. |: 
Waiting will not be pos- 
sible much longer. The Thai 
Government closed Ban 
Vinai in December 1992, 
and wants the remaining 
35,000 Laotian refugees to. 
return home or resettle 
overseas by the end of 1994, 
For many Hmong, either 
decision could be shatter- 
ing. The elders want to re-. 
turn to Laos; the middle : 
generation remembers con- 
flict there, but fears getting 
lost in the U.S; and the 
young "camp generation," long accus- 
tomed to foreign faces and ideas, seeks 
new lives overseas. 3 
The book's most compelling and elu- =) 
sive figure is Xiong, an elderly Hmong sha- | 
man. She lost 13 children in Laos; after 
eight years in the camp, her last and 
youngest son finally took his family to the — 
US. Xiong reckoned she has moved 29. 
times in her life. Her last move, she said, © 
would be back to Laos. Returning to Ban 
Vinai in 1989, Long finds her in the middle 
of a ceremony. "She pauses to burn joss 
and turning in my direction gives a know- 
ing smile. As the joss curls to ash she re- 
turns to her bench and begins chanting 
again ... The familiar sounds and smells 
surround me. The chanting grows in inten- 
sity. 1 forget the time that has passed, the 
loss of distance and reflection, and feela 
peace take hold again. The woman on her 
horse moves faster. Smoke darkens each 
corner of the room. The horse gallops on 
and on. The sounds crescendo and then 
suddenly cease. The horse slows until. > 
Xiong is still again.” : 
"What was the ceremony for?" Long 
asks her. "For my children in America," 
Xigng answers, “that they are well again,’ 
m Court Robi 















Court Robinson, who has worked fo 
Committee for Refugees, is writing a | 
Indochinese refugee repatriation. — 





f Pragmatism 
is 
undoubtedly 
the right 
course. But 
a question 
arises: 
if Vietnam 
has 
abandoned 
communism, 
why is the 
Communist 
Party in 

power? 3 





Vietnamese communist poster: now, a ‘life’ test. 
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The Death of Socialism 





Vietnam's watchword now is: ‘test ideology through life’ 


n a recent trip to Hanoi and Saigon, now 
O known as Ho Chi Minh City, I was repeat- 

edly struck by a strange sense of deja vu. It 
was strange because I had never been to Vietnam 
before and everything in the country should have 
been new to me. 

And yet, I had the feeling I had been there be- 
fore. The menus looked familiar — the way they 
listed bread and butter separately, just as they do in 
China. The banners strung across the streets cele- 
brating the 49th anniversary of the founding of the 
Vietnamese army looked familiar. I had not seen 
these particular banners before, but I had seen 
plenty of similar ones on the streets of China com- 
memorating this or that event, or the visit of this or 
that foreign dignitary. 

Even the language is similar. The toilets are 
marked nam and nu, Vietnamese for male and fe- 
male. In China, they are only a little bit different: 
nan and nu. And, like China, Vietnam is undergo- 
ing a massive re-orienting of its body politic to fo- 
cus on one task: economic development. 

Of course, while the comparisons with China go 
on and on, they can be overdone. After all, Vietnam 
has historically defined itself as being not China. 
The very name "Vietnam" means "land to the 
south," lying as it does to the south of China. And 
Vietnamese history is replete with stories of heroic 
Vietnamese fighting against Chinese invaders. Be- 
sides, Vietnam's economic modernisation pro- 
gramme is by no means a carbon copy of China's. 
In some areas, such as price reform and exchange 
rates, Vietnam has moved far ahead of China. 

Moreover, Vietnam has jettisoned orthodox 
Marxist-Leninist ideology to an even greater extent 
than China. Theorists in China go through all man- 
ner of mental gymnastics to justify the adoption of 
markets and other essentials of capitalism, emerging 
with such concepts as "the primary stage of social- 
ism" and "socialism with Chinese characteristics." 

In Vietnam, however, aside from endorsing the 
concept of an undefined "socialist market 
economy," the party seems to have given up trying 
to square what it is do- 
ing with communist 
ideology. Thus the head 
of the Vietnam News 
Agency, Do Phuong, re- 
sponsible for ideologi- 
cal affairs of the party's 
Central Committee, 
prefers to talk about 
concrete issues that 
matter to the average 
Vietnamese. 

In some parts of the 
country, he said, many 
farmers only earn about 
US$4-5 a month. "They 
have only enough to 
eat," he said. "It is im- 
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possible for them to send their children to school. 
And if a child has appendicitis, it is a disaster. How 
many more years will it take us to let them have a 
comfortable life? Is this Confucianism? Taoism? It 
doesn't matter much." Having put ideology where 
it belonged, Phuong turned to more important is- 
sues. He pointed out: "By the end of 1993, the prices 
of 67 commodities only increased 4%. But the GNP 
rose about 10% during the year.” 

Phuong said Vietnam no longer talked about 
"the ideology of the past, concrete and mechanis- 
tic." He also denied that Vietnam was following the 
capitalist road. But he conceded that "it is impossi- 
ble to give a clear definition of the socialist orienta- 
tion of the economic renovation." His conclusion? 
“Ideology will be tested through life.” 

Perhaps surprisingly, Phuong credited Vietnam's 
abrupt change in direction seven years ago to the 
late Truong Chinh, a conservative communist 
throughout much of his career who was regarded 
as pro-Chinese during the Sino-Soviet dispute. To- 
wards the end, Phuong recounted, Truong Chinh 
said, ^We have got to change." It was he who de- 
cided to withdraw Vietnamese troops from Cambo- 
dia, give autonomy to Vietnam's farmers, as well as 
raise salaries and interest rates for those who could 
contribute to the nation's economic development. 


A nother party official, who did not want to be 


identified, was even more frank. "Dogmatic 

Marxism-Leninism did not work any 
longer," he acknowledged. "It is bad to start with a 
theory, and then work out the practice. It is better to 
emphasise practice, first and last." 

This is unbridled pragmatism and, for Vietnam, 
undoubtedly the right course. It substitutes national- 
ism for communism. In a way, it represents a return 
to the path followed by the late president and ardent 
nationalist, Ho Chi Minh. For Ho had adopted as a 
pseudonym the name Nguyen Ai Quoc, or "Nguyen 
the Patriot" and became a communist only because 
he was able to obtain assistance for his nationalistic 
ambitions from Soviet and Chinese communists. In- 
deed, it is interesting to note that the name Ho chose 
for his country was the Democratic Republic of Viet- 
nam. Not until after his death did his successors 
rename it the Socialist Republic of Vietnam. 

But at the end of my visit, a nagging question 
persisted, one that can be asked with equal validity 
of China as well as of Vietnam: If the communist 
ideal has been abandoned, why is the Communist 
Party still in power? Vietnam's Communist Party is 
trying to answer this question by legitimising its 
power through developing the economy and rais- 
ing the standard of living of the people. Sooner or 
later, however, the party will have to open the door 
to a more pluralistic political system, just as it has 
already opened the door to a more pluralistic eco- 
nomic system. And if it does so voluntarily, it might 
even manage to win the free elections that will in- 
evitably follow. a 
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Diamond cutting in India: adding value to exports. 
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The New Wave 


or decades, India was seen as a 

country of great potential that 

remained unexploited due to a 

numbing web of regulations. 
And for decades, that was indeed the 
true picture. Since July 1991, however, 
the pragmatic government of Prime Min- 
ister P. V. Narasimha Rao has unleashed 
a slew of economic reforms designed to 
develop the economic potential of the 
country and bring it into the international 
economic arena. While much still remains 
to be done, the reforms have had the 
beneficial effect they were intended to. 
After appearing to be on the brink of 
economic disaster in 1991, when reforms 
were being initiated, India seems to have 
gotten back on the right economic track. 
Forex reserves have grown from a mere 
US$1.6 billion in June 1991 to more 
than US$8 billion in 1993 and exports 
have risen by 21% during the same pe- 
riod. Real GDP growth in 1993-94 is 
estimated at 6%. 

Indeed, compared with the slow pace 
of change of the past 40 years, the Rao 
government's moves have been truly revo- 
lutionary. Starting with a two-step devalu- 
ation of the rupee, the government has 
taken a series of measures on the indus- 


trial, trade and finance fronts that have 
swept away the decades of cobwebs which 
hampered business and industry in the 
country. The Industrial Licensing Policy 
— the “licence raj” which in the past 
made it extremely difficult for industrial- 
ists to increase capacity, for example, 
without government permission — is now 
applicable to only a handful of hazardous 
and environmentally sensitive areas. 
The monopoly control laws which 
curbed the expansion of large business 
houses have been abolished, while the 
list of industries reserved for the public 
sector has been cut down from 17 to six. 
Excise duties have been slashed on a wide 
range of goods. Privately owned carriers 
are now allowed to compete with gov- 
ernment-run Indian Airlines, hitherto the 
monopoly domestic carrier. The devalua- 
tion of the currency was followed by its 
convertibility on the trade account. Im- 
port control through licensing has been 
abolished, and import duties have been 
reduced in stages, with the maximum tariff 
now down to 85%. Gold and silver im- 


This special supplement was 
written by Debashis Basu. 


ports have been liberalised. 

Most crucially, foreign investment is 
no longer a dirty word, nor are foreign 
firms treated with immediate suspicion. 
India is now keen to do business with the 
world. Foreign direct investment is being 
automatically cleared for projects in 34 
select industries where foreign equity of 
up to 51% is allowed. Certain sectors 
have been made especially attractive. 
Foreign investors in power generation 
projects, for instance, can now earn a 
guaranteed return of 16%. India is en- 
dowed with abundant raw materials which 
have been opened to commercial exploi- 
tation by foreign investors through joint 
ventures. Recent joint-venture proposals 
by a host of international big names such 
as IBM, AT&T, Kellogg’s, McDonald's, 
Alcatel and Coca-Cola have been cleared 
within weeks by a decisive, high-powered 
Foreign Investment Promotion Board. 

The foreign firms are eyeing the 
world’s second-largest population, a group 
whose total disposable income is poten- 
tially huge. There is little wonder then 
that India's economic liberalisation is 
expected to generate as much excitement 
as China's entry into the world economy. 
The size of India's middle class has been 
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estimated at some 300 million people, 
many times the population of countries 
such as Canada, France or Britain. As it 
has grown in size and affluence over the 
last decade, this middle class has begun 
to buy increasing numbers of everything 
from motorcycles and scooters, television 
sets and kitchen appliances to soaps, de- 
tergents and shampoos. 

Joint ventures in India can also count 
on a large reserve of highly skilled man- 
power, both on the shop-floor and the 
executive offices. Most Indian subsidiaries 
of multinational companies have been 
running their businesses with top-class 
Indian talent. Though this talent is paid 
well, it is still cheaper than expatriate staff. 

Big reforms have taken place in the 
financial sector as well. India has a very 
vibrant capital market which, under the 
present government, has been given a 
central role in the reform process. New 
Delhi has also allowed Indian firms to list 
and sell their scrips in foreign bourses 
through Global Depository Receipts. The 
Bombay Stock Exchange, the heart of 
Indian capitalism, is one of the most active 
stockmarkets in Asia. Government poli- 
cies have now opened it to investments 
by foreign mutual funds and banks. 

Overall, India has a strong financial 
system with a network of commercial 
banks, financial institutions and small 
financial services firms which offer leas- 
ing, merchant banking, portfolio manage- 
ment and bill discounting. There has been 
a flurry of joint ventures in this area. JP 
Morgan, Peregrine and Kleinwort Benson 
Asia have signed up with Indian firms, 
while others are involved in the final stages 
of discussion. 

Bolstered by its success in recent state 
elections, the Rao government is about 
to unleash a new set of reform measures. 
As we go to print it appears the prime 
minister will not accede to demands that 
Finance Minister Manmohan Singh, a 
prime architect of economic restructur- 
ing, resign to take responsibility for the 
Bombay stockmarket scandal. 

In the next wave of reform budgetary 
support to the public sector will be phased 
out and public firms will be given mana- 
gerial autonomy. The fiscal deficit will be 
reduced by cuts in subsidies, state and 
central government expenditure, a new 
strategy for administered prices and tax 
reform. Restrictions on exports and the 
protection accorded local producers of 
consumer goods are to be removed. The 
states are being involved in the liberalisa- 
tion process, while easier closure of sick 
and unviable businesses, changes in the 
Urban Land Ceiling Act and the elimina- 
tion of restrictive regulations on small 
business are also being planned. + 


STOCKMARKETS 
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Rules for Bulls 


apital markets are the most 
exciting arena in India’s eco- 
nomic reform drive. Comprised 
mainly of the country’s 21 stock 
exchanges, they are led by the Bombay 
Stock Exchange (BSE), which accounts 
for an overwhelming 60% of trading. 
Though some global fund managers 
misleadingly club it with other markets in 
developing countries and label it an 
“emerging market,” the BSE was 
established more than a hundred years 
ago, and is the oldest exchange in Asia. 

Average daily turnover at the BSE in 
1993 was Rs 2.4 billion (US$77.4 mil- 
lion). The exchange has nine companies 
capitalised at more than US$1 billion and 
16 capitalised at more than US$500 
million. As of March 1992, an estimated 
2496 of total issued capital was held by 
government and financial institutions. 
Foreign holdings stood at some 1596, 
corporations held 2796 and the public 
accounted for the remaining 3496. The 
top 50 companies listed on the BSE 
account for almost half the market capi- 
talisation and 7096 of turnover. 

The markets have undergone some 
tumultuous times since reforms began. 
Prices have fluctuated widely and bourses 
have been closed under various pretexts 
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even as resource-raising has been liberal- 
ised. A few months after India’s reform 
process began, the market started shoot- 
ing upwards. In February, the BSE Sen- 
sitive Index was hovering around 2,000 
points. By early April it had crossed 
4,400. 

Those who believed that such an 
awesome rally could not be sustained were 
proved right in the third week of April 
when newspapers broke the news of a 
massive stock scandal. In what turned out 
to be a US$1.3-billion scam, brokers and 
officials of banks — including some for- 
eign ones — were found to have siphoned 
money from public-sector companies into 
banks through portfolio management 
schemes, in the process boosting stock 
prices. 

At the centre of the scam was 
Harshad Mehta, who was nicknamed 
“Big Bull” and had become synonymous 
with the market's dizzying rally. In cus- 
tody, Mehta caused another shock when 
he alleged that he had provided Prime 
Minister Rao with large campaign con- 
tributions. He did not, however, provide 
any proof, and Rao now seems to have 
ridden out the storm. 

Nonetheless, the shock of the scandal 
brought home to the Reserve Bank of 
India and the Finance Ministry the severe 
shortcomings of the market: brokers were 
unregulated, trading was too speculative 
and lacked transparency, insider trading 
and rigging were common and the mar- 
ket watchdog, the Securities and Ex- 
change Board of India (SEBI), lacked 
teeth. Formed in 1988, the board re- 


the government failed to give it the nec- 


mained in limbo for four years because 
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essary statutory. powers. 
After some powers were finally granted 
it in March 1992, the SEBI tried to make 
up for lost time. Unfortunately, market 
participants who had not previously been 
subject to any rules opposed the board’s 
every move. When the board wanted to 
Coposmegister brokers, they went on strike. 
To When it wanted to penalise merchant 
bankers for not exercising due diligence, 
it met with stiff resistance and repeated 
requests for time to "adjust" to the new 
rules. And when, in mid-December 1993, 
it attempted to ban speculative trading, 
militant brokers forced the closure of the 
Bombay bourse and held 20 million in- 
vestors to ransom. 

Despite finally receiving the full back- 
ing of the Finance Ministry, the SEBI 
remains handicapped because it needs the 
ministry's approval for every regulation it 
seeks to impose. G. V. Ramakrishna, 
chairman of the SEBI says: "Regulations 
are delayed because of the need for ap- 
proval by the centre." The board cannot 
regulate companies, and even in the case 
of market participants such as brokers 
and bankers, it can only recommend 
action to the government, not take ac- 
tion on its own. 

In contrast, the United 
States Securities and Ex- 
change Commission can 
prosecute and fine anyone 
for offences ranging from 
unlawful representation to 
deliberate 2 of the 


foreign institutional investors, and only 
through Indian brokers. 

> Permitted domestic mutual funds in 
the private sector. 

P Subjected stockbrokers, private port- 
folio managers, mutual funds, merchant 
bankers and stockmarket officials to su- 
pervision and a tough new set of regu- 
lations. 

P Started reconstituting the boards, 
widely regarded as private clubs, of most 
stock exchanges. 

> Ushered in a law to check insider trad- 
ing. 

With the restrictions on foreign invest- 
ment in the stockmarkets partially re- 
moved, the government has made clear 
its guidelines for foreign institutional in- 
vestors. The most important of these are 
free entry. and exit, without any limits, at 
market exchange rates; no lock-in period 
and tax on interest dividend at 2096. A 
concessional tax rate of 1096 will be lev- 
ied on long-term capital gains, while short- 
term gains will be taxed at 3096. Total 
holdings will be limited to 2496 of a com- 
pany's issued capital, while a single in- 
vestor (including aroup) holding is limited 
to 5% of issued capital. 

Investments by foreign institutional 
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investors and non-registered investors will 
be through offshore single or regione 
funds, global depository receipts and Eurc 
convertibles. Disinvestment will be allowed 


only through Indian stock exchanges and) | 


in certain cases SEBI approval is neces-. 
sary. Foreign institutional investors require 
SEBI registration before they can inves 
in Indian stock exchanges. 

The board is also coming up with n. 
regulations to oversee custodians, credit © 
rating agencies and depositories. Mean: 
while, several reforms have been mad 
in the hitherto unregulated primary 
ket that should interest foreign companies 
For one, firms are. not forced to. plac 
the bulk of their shares ‘with the pul 
through pac Eus public issu 
They can place shares with mutual funds. 
(20%), foreign institutional investors (24% 
and financial and multilateral: instituti 
(20%). Thus the concept of partially pre 

selling an issue is being ushered in, under. 
which 7096 of the issue need not be^ 
underwritten. 

The SEBI is also currently tightening 
up disclosure norms. Companies have 


been asked to state in the prospectus. | 


their record of investor complaints and : 
pere Promoters have to make known: 
any legal: proceedings initi 
ated against them or any 
their key management. per 
sonnel. Much of the onus is 
placed on merchant bank: 
ers who, acting as lead ma 
agers, are required to inde 
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INDIA : NEW INVESTMENT OPPORTUNITIES 


The new economic policies 
announced in July, 1991 and subsequent 
policy changes have opened up the country 
in unprecedented ways to foreign invest- 
ment. A special effort has been made to 
attract foreign investment into infrastruc- 
ture where there are several new 
opportunities for involvement by the pri- 
vate sector. Herewith a brief overview of 
investment opportunities in key 
infrastructural areas : 


POWER : 


The cornerstone of India's 
ambitious program for the infrastructure 
sector involves throwing open the power 
sector to private investors. The target for 

ower generation over the period 1992-97 
is 30,537 MW of which the private sector is 
expected to generate 3,100 MW. This im- 
plies more than $ 4 billion of investment, 
almost 6096 of which has to come from 
overseas. This represents one of the largest 
project offerings in infrastructure anywhere 
in the world. 


In order to attract foreign 
investment into the power sector, the Gov- 
ernment has formulated a package offering 
a series of liberal incentives. A 1696 return 
on equity (ROE) at 68.596 Plant Load 
Factor is offered, with the possibility of 
earning higher returns for operation at higher 
PLF. 10096 foreign equity participation is 
permitted. The debt to equity ratio is al- 
lowed upto 4:1 with the foreign debt to 
foreign equity ratio limited to 2:1. A five 
year tax holiday is offered. It has also been 
decided to provide legally enforceable fuel 


supply and transportation agreements. 


Under India's federal structure, 
power is a state subject and new power 
companies will have to sign power purchase 
agreements with the State Electricity Boards 
(SEBs). The Government has also agreed 
in principle to consider giving counter - 
guarantee for SEBs payment obligations to 
private generating companies, on receiving 
a specific request for this purpose from the 
concerned State Government. To date, 4 
private generating companies promoted by 
foreign investors (Enron, G.V.K. Indus- 
tries, AES Transpower and Spectrum 
"Technologies of USA) have concluded power 
purchase agreements with the concerned 
SEBs. 


That the scheme is quite attractive 
to both foreign and domestic investors is 
evident from the fact that out of the 75 
proposals received for setting up new private 
power projects, foreign companies account for 
35 projects, worth about $ 23 billion for a 
capacity addition of 22,432 MW. 7 of these 
proposals have been cleared by Government of 
India from the foreign investment angle. 
Among prominent foreign companies that 
have expressed interest in the power sector are 
American companies (Enron, Cogentrix, 
Spectrum Technologies, AES), British 
companies (National Power), German 
companies (Siemens) , Australian companies 
(Snowy Mountains Engg., Coleman and 
Associates ) and Japanese companies (Ispat 


Alloys). 


The response from the Indian 
private sector is equally good. Existing private 
power companies such as the Tata Electric 
Companies, besides executing projects for a 
capacity addition of 1,354 MW over the next 
three years, are also setting up new power 
projects. Other Indian companies such as the 
Aditya Birla Group are also promoting new 
power projects. 


TELECOM : 


Letting private sector into the 
telecommunications sector is not new. It 
began in 1984, when the government first 
took up the challenge to modernise India’s 
telecommunications infrastructure. Since then, 
the private sector has been progressively 
allowed to manufacture hardware like 
telephone instruments, electronics exchanges, 
fax machines, modems and peripherals, and 
now switching systems. In switching, almost 
all major manufacturers are present in India 
such as Ericson, Alcatel, ATT and Fujitsu. 


Two years ago, the government 
decided to throw open value-added services 


like mobile cellular phones and pagers. The 
process of selection was challenged in court, 
but the issues are expected to get resolved 
soon and the government is in the process of 
coming out with a comprehensive set of 
rules for value-added services. 


As a final step, the government is 
now considering allowing private operators 
to offer basic telephony. India needs to 
increase its lines from 7 million at present 
to20 million by 2000. This will cost 
stupendous sums of money for which 
foreign investment is welcome. US West has 
offered to set up a joint venture with 
Electronics Development Corpn of Tamil 
Nadu, a state government owned company, 
which will offer telephone services in the 
town of Tirupur populated by textile 
exporters. Although the policy issues are still 
under discussion, the government has an 
open mind about proposals like these. 


In short, opportunities in the 
Indian Telecom sector for the foreign 
investor cover a wide spectrum. 


PORTS : 


Indian ports are in the middle of 
massive privatisation efforts that involve 
leasing out the operation of berths, offering 
captive use of berths and turning over dry 
docks, container handling, warehousing, and 
equipment handling facilities to private 
sector. 


ROADS : 


India has just witnessed the 
opening of its first private toll road, 
connecting the industrial town of 
Pithampur to Indore in the state of Madhya 
Pradesh. The project was conceived in 1990 
and covers a stretch of 11.5 kms. The toll 
road was not dependant on Government 
money but has been structured on a BOT 
basis. 


To develop more such projects, 
the Ministry of Surface Transport is willing 
to consider various options for private 
participation. The private sector may be 
given the option of widening existing road 
links, construction of major bridges and 
development of new by passes. Several toll 
funded projects are being considered such 
asthe Faridabad - NOIDA - Ghaziabad 
Expressway close to Delhi. 
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group of brokers took their case to court. 
Now the quarrel has taken a new direc- 
tion over the issue of capital adequacy 
norms. “Adequate capitalisation is essen- 
tial to perform fiduciary duties,” points 
out Ramakrishna. But brokers appear re- 
luctant to admit this. 

Foreign investors are worried that trad- 
ing in Indian stock exchanges is hazard- 
ous. The SEBI's inspection of the books 
of stock exchanges has established that 
things are not in order. It has launched a 
revamp as brokers did not stick to many 
of their own by-laws and sought shelter 
behind the phrase “market practice.” The 
board is also planning to introduce mar- 
ket makers to reduce the wide spreads 
that currently exist between buying and 
selling prices. While the move is expected 
to bring more liquidity to the market, the 
market makers are required to acquire 
and make a market in a minimum of 
30,000 shares per company. 

The SEBI is also focusing on the in- 
ternal functioning of the exchanges. “The 
exchanges are yet to be fully automated 
at the brokers’ level. We 
need to connect them to 
the mainframe computer 
and impose uniform trad- 
ing hours in all stock ex- 
changes. There is a need 
to link the 21 stock ex- 
changes across the coun- 
try too,” says SEBI chair- 
man Ramakrishna. The 
government is setting up 
the National Stock Ex- 
change (NSE) by the mid- 
dle of 1994. It will start 
with debt trading and 
later allow equity trading. 
The NSE will be fully au- 
tomated and allow memberships to com- 
panies and large institutions. The BSE, 
in contrast, is dominated by individuals 
and partnerships firms. 

Reforms are also needed to change 
from cumbersome manual systems to 
automated stock depositories. The Indian 
Custodian and Depository Act will allow 
banks close to stock exchanges to act as 
depositories. They will maintain brokers’ 
cash accounts on the one hand and se- 
curities accounts on the other. 

The slew of regulatory reforms in the 
capital markets in the last two years has 
changed the markets completely. This 
more than matches India’s economic 
reforms in the industry, trade and ex- 
change rate areas. In fact, capital market 
regulation is the most creditable pari of 
India’s reform programme because the 
SEBI has had to battle a strong brokers’ 
lobby and tremendous cultural barriers in 
order to do its job. € 








Singh: blueprint for reform. 


BANKING 


Course 
Correction 


espite the aftershocks of a 
US$1.3 billion stockmarket 
scandal, reform of India’s once 
tightly closed banking sector 
continues apace. A quarter century after 
most of the Indian banking system came 
under state control, the government is 
once again allowing private bank start- 
ups with a minimum capital base of 
US$33 million. These new banks could 
be joint ventures. Foreign banks, other- 
wise prevented from expanding freely, will 
be welcomed as joint-venture partners. 
The agenda for the reform of India’s 
banking system was laid out by a World 
Bank report in mid-1990. Indeed, banks 
are big players in the Indian economy, 
with deposits’ share of additional money 
supply standing at more 
than 61% in 1992. 
Within a few months of 
taking office, Finance 
Minister Manmohan 
Singh appointed a com- 
mittee headed by M. 
Narasimham, a former 
finance secretary and 
governor of the Reserve 
Bank of India (RBI), and 
charged it with drafting 
a blueprint for reform. In 
late 1991, the commit- 
tee submitted a report 
recommending far-reach- 
ing changes. These were 
designed to correct the system's low prof- 
itability, poor portfolio quality and ineffi- 
cient credit delivery systems, among other 
faults. 

As a consequence of those recom- 
mendations, interest rates were cut, and 
the pre-emption of deposits to fulfil re- 
serve requirements was reduced. But In- 
dia’s banks have also been forced to 
accept a tough new set of norms for 
income recognition, and this has exposed 
the bad management of the past. For the 
first time, 13 of the country’s 27 nation- 
alised commercial banks have disclosed 
massive losses. According to the RBI's 
estimates, the banks need about Rs 100 
billion (US$3 billion) to reflate their as- 
sets and then increase their capital. The 
cash will have to come from the govern- 
ment, and the finance minister has an- 
nounced the provision of Rs 57 billion in 
1993-94 as a first instalment, remarking, 
“this is the price we have to pay for 
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having long tolerated mismanagement.” 

The banks have also been directed to 
meet international capital adequacy norms 
by March 1994. In order to do so, sev- 
eral of them, led by the State Bank of 
India, the country’s largest commercial 
bank, are making equity issues. Almost 
30% of the State Bank’s issue will thereby 
be placed in private hands. In the pipe- 
line are issues by Bank of Baroda and 
Canara Bank. By March 1994, such is- 
sues may raise more than US$2 billion. 
Meanwhile, the Industrial Finance Corp. 
of India has also gone for a public 
flotation. The World Bank, which is will- 
ing to provide India with a US$500 
million loan to help reform the financial 
sector, has been pushing for large-scale 
privatisation. 

But given the losses in the system to 
be accounted for, it is difficult to see how 
Indian banks are going to re-capitalise. “I 
think something has to be done structur- 
ally about Indian banking. You have to 
restructure and reform the banking sec- 
tor before you re-capitalise it,” says the 
head of a foreign bank. That, however, 
will depend on the speed with which is- 
sues such as retrenchment are dealt with. 
The Narasimham Committee had sug- 
gested that an Asset Reconstruction Fund 
(ARF) be set up to buy off bad bank loans 
at a discount and then try to recover some 
of the principal. Almost 3096 of some 
banks' portfolios are made up of bad 
loans, in many cases taken on due to 
pressure by powerful political interests to 
set up populist loan schemes. Part of the 
depleted assets of the banks were sup- 
posed to be covered by the World Bank 
loan. But the ARF alternative has been 
put on the back burner for the time be- 
ing. 

Caught napping in the early 1992 
stockmarket scam, the Reserve Bank is 
just beginning to step in tune with the 
government's market-oriented reforms. 
But it has a long way to go. The RBI's 
guidelines for new banks retain an ar- 
chaic rule that irrespective of his share- 
holding, no shareholder will enjoy more 
than 196 of the total voting rights (this 
does not apply to government-owned 
public financial institutions such as the 
Life Insurance Corp. of India). The RBI 
will continue to give preference to banks 
which have headquarters in cities where 
no other bank has its headquarters. Cur- 
rently, it also prohibits commercial banks 
from starting a mutual fund or any other 
subsidiary for three years. "The new 
quidelines amount to two steps forward 
and three steps backwards. I don't know 
the rationale behind them. It will be dif- 
ficult to make profits," says the chairman 
of a term-lending institution. — € 





FAR EASTERN ECONOMIC REVIEW 


JANUARY 13, 





1994 


FarEastern Economic 


ere to Put 
\our Mone 





























How the Experts See It 44 
Some Rooster 50 
Tokyo’s Silver Lining - * 54 
Playing Small Markets 95 
Allocating Assets 56 
Gentlemen Prefer Bonds 58 
What the Fund Tables Say 58 
Fund Tables — »— 59 
Hong Kong Investment Funds 67 





JANUARY 13, 1994 PAR EASTERN ECONOMIC REVIEW 43 

















- WHERE IU FUT YOUR MONEY 











Manila 
Hong Kong 
Jakarta 
Kuala Lumpur 
Bangkok 
Karachi 
Taipei 
Colombo 
Singapore 
Sydney 
Wellington 
Bombay 
Seoul 
Shanghai 
Tokyo 


Note: To December 30 


% change in 1993 





Asia's Incredible Year 





Hot action in Manila 
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How the Experts See It 


Look for value in Taiwan, South Korea and Japan 


ou just can’t keep a good stock 

down. Or even some bad ones. 

Most Asian markets hit record lev- 

els in 1993 — and most look like 
they'll go higher still. 

But the REVIEW's panel of Hong Kong 
fund managers is getting nervous. At our 
last meeting in mid-December, they were 
noticeably reticent about slapping "buy" 
recommendations on stocks that had al- 
ready had a good run. Instead, they fig- 
ured it was time for laggard markets and 
stocks to play catch-up. 

Our panel comprises: 
> Diahann Brown, senior fund manager 
at Thornton Management (Asia). 
> William Ebsworth, managing director 
of Fidelity Investments Southeast Asia. 
> Laurent Roux, managing director of 
Pictet (Asia). 
> Patrick Shum, director at Barclays de 
Zoete Wedd Investment Management. 

P Elizabeth Tran, chief investment strate- 
gist at Prudential Asia Fund Management. 

We began by asking the panellists to 
give us an overview of regional markets. 

Shum: People will continue to go for 
rotational buying in the laggard markets. 
South Korea and Taiwan will go up. And 
people will continue to go for initial publit 
offerings (IPOs). That's always a good indi- 
cation of a late stage of a bull market. Peo- 
ple begin to find it difficult to locate good 
stocks in the existing market and become 
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more and more crazy about stagging new 
issues. 

Review: Which markets seem to have 
the most exciting new-issue calendar? 

Shum: Certainly Indonesia, where we 
will see a lot of cash calls in the coming 
year. In Thailand, the coming telecoms 
shares will definitely see the share prices 
double on the first day of trading. We may 
also see some more privatisations, particu- 
larly in the oil-related industry. India prob- 
ably will see many new issues too. 

Ebsworth: Short-term, the flow of li- 
quidity from America to Southeast Asian 
markets could slow modestly if U.S. inves- 
tors are distracted by domestic opportuni- 
ties. For three years, American companies 
have been growing their earnings by in- 
creasing productivity, without much relief 
from top-line growth. In even a modest 
economic upturn, they could therefore 
demonstrate some impressive earnings 
gains that temporarily eclipse Asia’s long- 
term story. 

Longer term, from a bottom-up per- 
spective, we still find plenty of interesting 
companies in Hong Kong. Indonesia also 
looks interesting on the back of continued 
strong growth in both domestic consump- 
tion and non-oil exports, but we'll see lots 
of equity supply in ‘94. With half a dozen 
new listings in the pipeline, Thailand's tele- 
communications sector will become as im- 
portant to its market as the large proper- 
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ties, banking and financials in terms of 
capitalisation. 

Malaysia's bull run could continue well 
into 1994, but that market's getting more 
speculative and it's increasingly hard to 
find fundamentally sound companies at 
attractive valuations. Japan is probably 
closer to a bottom than the pessimistic con- 
sensus [indicates] and there is some good 
value in selected industries. For instance, 
some of the exporters could benefit from a 
weaker yen and a modest U.S. recovery. 

Roux: As far as Asia is concerned, the 
liquidity that was there six months ago is 
probably still there, although people are 
trying to decide how much exposure they 
want to have. So you may see a lot less 
overweighting. 

If I've got to pick two markets, I would 
say India and Japan in 1994. India is open- 
ing up. Judging by the performance of sev- 
eral new issues, it could do well. 

Japan is a market that is not going to be 
an easy ride. But if you do get a little weak- 
ness in the yen, some deregulation, and 
consumer spending picking up, that could 
start to push the market a bit. 

Tran: The primary assumptions under- 
lying our 1994 strategy are: the interest-rate 
cycle is played out in the dollar-based 
economies; the yen will weaken to 115; the 
markets will start to discount a more 
globalised economic recovery; and the risks 
of a crash-landing in the Chinese economy 
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ippon Chemi- 
onent company 
ructuring and ex- 
Asian production, 
pany which is also re- 
:awasaki Steel, a yen- 
which is totally friendless 
ry cost-cutting. 

iy basic theme will be both 
ronomies and cyclical stocks. For 
Son, I like South Korea and Taiwan 
rticular. Korea has benefited from a 
onger yen because its competitive posi- 
ion has been enhanced. I think there's a 
lot of mileage to be made there, and I don't 
think the market's really that expensive at 
this stage. 

The same goes for Taiwan, which is 
quite a cyclical economy in terms of its ex- 
port exposure. And within Taiwan, there 
are a lot of cyclical industries. I think paper 
stocks will do well, along with plastics and 
electronics. 

Review: Can you give us some names? 

Brown: Nan Ya Plastics and United 
Microelectronics. Over the past few 
months in Taiwan, everyone has been very 
bearish about the market, but there are cy- 
clical stocks with price-earnings (P/E) ra- 
tios in the mid-teens. To me, that shouts 
out Buy. You can't really tell when the re- 
covery is going to come, but when it does 
they're going to appear very cheap. 

You can buy much-better quality stocks 
in Taiwan on below-20-times earnings than 
in Malaysia, where you might have to buy 
them on 30 times. Malaysia is trading at 
about 28 times 1994 earnings, which makes 
it the most expensive market in Asia, bar 
Japan. It's also extremely speculative. So 
I'm cautious on Malaysia. 

Review: Lets go back to Japan. 
Diahann, do you think Japan might pull 
significant amounts of money from the re- 
gion? 

Brown: Marginal money is going to 
shift back into Japan. It's going in already. 
But the Japanese market is still not at a 
bargain-basement price. 

Ebsworth: Earnings growth really won't 
come until the March 1995 period. When 
you're buying cyclical stocks, you can't 
even look at this year. 

Review: What would you buy now? 
JANUARY 
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Ebsworth: Matsushita Electric and 
Sony. We're looking at fundamentally 
solid companies, and valuing them based 
on their earnings power over a 5-10 year 
cycle. This obviously isn't suitable for im- 
patient investors hoping to make a quick 
gain. 

Brown: A lot of people have made sig- 
nificant gains in Asian markets in the last 
year. So even if you're bullish on Asia, as- 
set-allocators will be thinking, "OK, what 
next?" So they'll probably think increas- 
ingly of Europe or Japan. 

Review: Let's turn to one of the markets 
that has been so speculative. Patrick, is it 
too late to invest in Malaysia? 

Shum: At these levels, many investors 
are being very cautious. But if the govern- 
ment opts for an early election, I think that 
should be enough political incentive to 
keep the market buoyant and then you'll 
still have to play an uncertain game. 
Otherwise, I think you should stay away 
because you can't depend on this call. 

Still, we are all in a business in which 
we have to face risks. We have to face vola- 
tility. If you go for monopoly-sector con- 
cept shares, you can easily double your 
money within weeks. 

Brown: What were really speculative 
stocks at the beginning of the year are now 
"blue chip." Ultimately, it's all a question 
of how much risk you're prepared to take. 

Ebsworth: Earlier in the cycle, fund 
managers were willing to take more risks. 
Now with markets up so much, we're be- 
coming increasingly selective and leaving 
the more speculative stocks on the table. 
This means you sacrifice some relative per- 
formance in the final bull leg of some mar- 
kets, but hopefully outperform over the 
entire market cycle, including any correc- 
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Hong Kong-born Patrick Shum 
studied in the U.S. He came back to 
his roots in 1984, working first for 
Fidelity and, since 1990, with 
Barclays de Zoete Wedd. 
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Diahann Brown, a graduate of 
Cambridge University, joined 
Thornton Management (Asia) in 1992. 
She previously worked for five years 
at Robert Fleming. Her main fund 
responsibilities include Thornton's 
Tiger and Taiwan funds. 


tions. 

Brown: That means at least you'll be 
able to sell some of those stocks when you 
want to. 

Ebsworth: Hopefully. Or it can mean 
the opposite. If you've done the research 
and are comfortable with a particular com- 
pany's fundamentals, when a market cor- 
rection drags the stock price down, your 
decision is easy: buy more. You can't say 
that about some of the more speculative 
names we're seeing at this stage in many 
markets. 

Review: Is anyone brave enough to sug- 
gest any particular plays in Malaysia? 

Roux: Sime Darby. If you look at that 
stock, you'll see what we're talking about 
when we say play quality stocks. It's a blue 
chip, a warrant on the whole economy be- 
cause it's a diversified conglomerate. 

Tran: Or better still, go for the purer 
plantation stocks if you subscribe to the 
cyclical theory. You get soft commodities 
— rubber, palm oil, cocoa — with stocks 
like Kuala Lumpur Kepong and Golden 
Hope. 

Brown: | think Eon, which distributes 
the Proton car, is still quite attractive. And 
finance companies like MBf Finance. Con- 
sumption in Malaysia has been really sub- 
dued for the last year. People have made 
so much money in the stockmarket that I 
think there has to be a spillover effect at 
some stage. That will help companies 
gfared towards consumer expenditure. 

Ebsworth: | agree with Laurent on 
Sime Darby's fundamentals. In the same 
vein, two other companies we're com- 
fortable with longer term are Resorts 
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William Ebsworth, an American, 
joined Fidelity Investments in 

1984. He managed a Fidelity fund 
in Tokyo and moved to Hong Kong 
in 1990. 


World and Genting. 

Review: Let's go north. How about 
South Korea? 

Roux: The question is: Do we expect 
more deregulation in Korea? I think all of 
us would probably say Yes. So if we expect 
more deregulation, there's a chance that 
limits on foreign ownership of securities 
will be raised. We favour Kepco, a blue 
chip. 

Tran: They say they're planning to raise 
foreign ownership limits to 15%. But bring- 
ing money-supply growth under control is 
a more immediate priority. 

Brown: We think earnings of Samsung 
are significantly under-estimated. In 1994 
you could see the stock on a real P/E mul- 
tiple in the low teens. Investment is diffi- 
cult, but we've spent the last two or three 
months slowly building up positions. 

Ebsworth: If you read the continuing 
flow of press releases from Taiwan and 
Korea heralding each incremental liberali- 
sation measure, you'd believe those mar- 
kets are completely open. They're not. For- 
eign-investor participation in both is still 
severely limited by formidable barriers, 
evidenced most recently by Morgan 
Stanley Capital International's decision not 
to include Taiwan in key benchmarks. 
Without more substantive liberalisation, 
both markets run the risk of being margin- 
alised by the growing number of markets 
truly open to equitable foreign participa- 
tion. 

Tran: In addition to the liquidity prob- 
lem in Korea, I’ve always taken the vieW 
that I would never want to be overweight 
in the market because of the paranoid au- 
tarky of North Korea. 

Review: Patrick, you had liked Thailand 
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a lot. Is that still the case? 

Shum: At 1,500 [on the sET index], you 
can chase the finance and property stocks 
if you're a momentum buyer. If you're a 
longer- term asset allocator, I think it's time 
to lock in some profits or to go for some 
cyclical plays in the construction-material 
sector. In the near term, the market is to- 

tally driven by liquidity from the newly 

launched local unit trusts. Finance and 
property stocks will be the prime benefici- 
aries. If you are lucky enough to get some 
telecoms shares at IPO prices, you are 
bound to make handsome profits under 
the current sentiment. 

Ebsworth: We wouldn't be momentum 
players at this point. In fact, stock selection 
is more important than ever because you 
never know when the liquidity spigot will 
shut off. We want quality names we won't 
be embarrassed to hold in a market correc- 
tion. I think this is the time to be switching 
to the most fundamentally attractive, not 
speculative, stocks. 

Brown: We've still got our main hold- 
ings in finance, property and banks. It's 
been that way for a long time. We did 
move into some more cyclical stocks, how- 
ever, like Siam Cement. 

Ebsworth: We bought shares in 
TelecomAsia at the IPO price. The stock 
price has jumped, possibly a bit ahead of 
its fundamentals, but the company has 
strong earnings potential as the number of 
phones per 100 people in Thailand grows 
sharply towards much higher regional 
norms. Some of the upcoming telecoms 
IPOs — including Thailand Telephone & 
Telecommunications (TT&T) and Jasmine, 
which has a stake in TT&T — look interest- 
ing. Our Thailand fund manager continues 
to like fundamentally sound financials like 
Phatra Thanakit, with a broad earnings 
base. 

One potential problem with Thailand is 
increasing confusion regarding whether 
foreign investors can hold the generally 
more attractive "local' shares. Whether or 
not the widely followed practice is legal is 
a matter of conjecture. 

An even greater concern is the credit 
risk when custodians place local shares 
with local brokers to receive dividends and 
rights for overseas holders. International 
custodians are using the current confusion 
to shift this credit risk to investors, a risk 
most fund managers cannot legally bear. A 
broker default while "protecting" share 
entitlements would have major long-term 
repercussions. Or, if foreigners are ulti- 
mately confined to illiquid, volatile “for- 
eign” shares, they'll invest elsewhere. 
There's no longer a shortage of interesting 
emerging markets. 

Review: Let's talk a minute about these 
emerging markets. 

Roux: We continue to advocate invest- 
ments in emerging markets, where new 
governments, new economic plans favour- 
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We still like Indonesia, but the 
our enthusiasm a little bit. A bo 
approach should be more rewarding? 
example, we like Pakuwon Jati (properti 
Mayora Indah (confectionery) and™ 
Kabelmetal (cable). 
Ebsworth: There are a number of posi- 
tive trends in Indonesia's economy. The 
supply/demand situation for cement is 
tightening on increased infrastructure 
spending, and our analyst likes a number 
of the producers, including Indocement, 
Semen Gresik and Semen Cibinong. She j 
also still likes Astra, which is benefiting 
from strong demand for autos, heavy 
equipment and motorbikes. Residential 
property demand continues to be healthy, 
and Dharmala Intiland is a major 


M3IA3H/OS X31v 





Elizabeth Tran was born in Vietnam, 
left for England at the age of 10 and 
returned to Asia in 1980, first as a 
banker. She joined Prudential Asia in 
1988. 
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AT THORNTON WE TAKE MORE THAN 
A PASSING INTEREST IN ASIA'S WILDLIFE. 





Tigers and Little Dragons. You have probably 
come to know Asia's booming economies by these 
names. But you might not know that Thornton coined 
these terms. So understandably, we like to monitor their 
progress closely to help us maintain our reputation as 
one of Asia's leading fund managers. 

ASIAN EQUITY SPECIALISTS. 

Thornton are Asian Equity Specialists. So that 
you can choose the funds that best meets your invest- 
ment needs, we separate our Asian funds into four 
categories — Regional, Single Country, Income and Spe- 
cial Situations — alternatively you can create a varied 
regional portfolio to manage your risk more effectively. 

If you have been keeping an eye on us recently, 
you will know that we have won ten Lipper performance 
awards in the last five years. We think this says a lot 
about the expertise of our fund management team and 
the quality of the research that supports it.* 


THORNTON 


A MEMBER OF THE DRESDNER BANK GROUP 





25th Floor, Jardine House, 1 Connaught Place, Central, Hong Kong * Telephone: (852) 826 8888 © Fax: (852) 524 7384 


“Past performance figures are no indication of future performance. The price of shares may go down as well as up. 


Although we specialise in Asia, Thornton is an 
international fund manager - with assets under manage- 
ment in excess of US$2 billion - backed by our 
substantial parent, the Dresdner Bank Group, one of 
Germany’s leading financial institutions with over 
US$58 billion under management. 

CONSIDER THE FUTURE. 

Asia remains the most dynamic region in the 
world with strong, expanding economies. New markets 
are developing which promise equally spectacular rates 
of growth. At Thornton, we will continue to provide our 
clients with in-depth, professional investment advice 
about the region we know best. After all, it’s how we won 
our stripes. 

For instant fax information in Hong Kong, dial 
Callfax 1783 from your telephone or fax machine, follow the 
voice prompts and enter 88000. 
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Monitor 
Each week the Review turns 
its attention to a different 
nation in the region to 
focus hard on its economic 
performance. The Review's 
Economic Monitor reports 
are a unique, concise 
assessment of key elements 
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Review: Laurent, you earlier indicated 
bullishness on India. How do things look? 

Roux: You have a situation that's turn- 
ing around. The deficit is declining and 
there's a balance-of-payments surplus 
emerging. There's been a 180-degree turn, 
with a liberalised approach to the market- 
place. It's a pretty important turn of events. 
India is a huge country with big potential 
as a low-cost producer. 

GDP growth of 5-696 is expected, infla- 
tion has fallen from 17% to 5%, which frees 
up capital, rupee convertibility is a plus, 
and earnings growth of 20-30% is forecast. 
Some political risk exists and cash calls 
could occur, but we believe the market is 
due for a run. 





Laurent Roux was born in 
Switzerland and studied in the U.S. 
He returned to work for Swiss bank 
Pictet and moved to Hong Kong in 
1986. 


Review: What about our home market 
— Hong Kong? Patrick, what are you go- 
ing to be doing in the next quarter? 

Shum: We still have quite a good 
weighting in Hong Kong. Although the 
market went up more than 90% in 1993, 
the market is still relatively attractive com- 
pared with other regional markets. 

The money from the U.S. will be slow- 
ing down, but the slack will be more than 
offset by the strong cash flow from Japan. 
The disappointing economic performance 
in Japan has forced the local fund manag- 
ers to look for offshore opportunities. The 
Hong Kong market so far has largely been 
driven by blue chips and will continue to 
be perceived as a less-speculative market 
that will be a major target of the Japanese 
new money. 

Review: Elizabeth, are you going to be 
defensive in your strategy to Hong Kong? 

Tran: Definitely, although we still like 
some of the property stocks, such as Hong 
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Nw Land and eun Poste 
situations such as Chinese Est 
Guangdong Investment. 

Roux: The big issue for Hong 
the possibility of an overheating Chi 
economy. Accelerating inflation in China, 
a trade deficit, new fiscal and monetary 
reforms, and currency convertibility in 
1994 in China could lay the foundation for 
a roller-coaster ride on the Hong Kong 
market. The market reflects Hong Kong's 
and China's economies now. 

After several years of good earnings 
growth, we expect 14% growth in 1994 for 
Hong Kong stocks, down from 21-22%. 
12,000 on the Hang Seng Index is possible, 
but caution is advised. 

Ebsworth: It's extremely difficult trying 
to predict the outcome of all the political 
and economic issues that will affect the 
Hong Kong market this quarter, and stock 
prices are getting even more volatile. So 
we're focusing on individual companies, 
and dollar-cost averaging in to the more 
attractive ones over time. 

For instance, our Hong Kong and China 
fund manager likes Sing Tao. Among lo- 
cal newspaper publishers it has the most 
meaningful participation in China that we 
can find. Our analysts continue to like 
some of the property investment com- 
panies, including Great Eagle and Hong 
Kong Land, as well as the hotels, includ- 
ing Hong Kong & Shanghai, Grand and 
Associated International. They all vari- 
ously benefit from limited prospects for 
competitive new supply, strong rental re- 
versions, room rates and high occupancy. 

Brown: We've focused on H shares and 
those stocks which had really suffered 
from China fears that had been sold off. 
We got back into Guangdong Investment 
and Goldlion. We bought some Shanghai 
Petrochemical because it was trading at a 
significant discount to other H shares. 

We still like the property sector, but 
we've started looking at export-oriented 
stocks like Hanny Magnetics because the 
rally so far has been very much led by 
Hang Seng blue-chip stocks. 

Review: What about the Philippines? 
Bill, you made a great call last time on 
PLDT, which rose 57% in the 4th quarter. 

Ebsworth: The fundamentals still look 
good, but Manila's market more than dou- 
bled in 1993. The key to any further gains 
is credible economic and earnings recov- 
ery continuing through 1995. The recovery 
depends on whether the electricity produc- 
ers use the low-demand winter season to 
finally refurbish long-neglected base capac- 
ity. We'll be watching for brownouts in 
April with the seasonal pickup in demand. 

At that time we'll also be looking closely 
at 1993 earnings reports. If Philippine ana- 
lysts’ 1993 estimates turn out to be reason- 
ably accurate, their 1994 and 1995 numbers 
will have greater value. A real solution to 
the power crisis, and credible earnings 
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Hutchison Hong Kong = RS 67 Acme Landis Hong Kong E17 

Evergreen Marine Taiwan Ee 60 Alcatel France | 14 

Bangkok Bank Thailand EERE 59 British Telecom Britain wiz : 

President Taiwan Em 58 Semen Cibinong Indonesia B? 

PLDT Philippines  EEEEEEES 57 Pacific Dunlop Australia ps 

San Miguel Philippines aa 54 British Gas Britain j4 

Hong Kong Land Hong Kong a 54 l 

JF Indonesia Hong Kong = 49 s uh 
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Ka Wah Bank Hong Kong E 36 Canon Sales Japan ol 

Resorts World Malaysia E 34 High Fashion Hong Kong “10 

Pacific Construction Taiwan ENS 33 Itochu Japan Be 

Genting Malaysia ENS? Shimamura Japan uw 
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Jardine Strategic Hong Kong E 29 Gakken Japan 19a 

Telekom Malaysia ^ Malaysia EB? Roda Vivatex Indonesia OWN 

International Pipe Hong Kong E 26 Japan Digital Labs ^ Japan 20M 

Keppel Singapore E 25 Una 
Source: Review Data 


estimates, could be powerful further boosts 
for the market. But excuses on either issue 
won't be treated well by investors. 

Brown: | think San Miguel is a very 
attractive stock. It is a major consumer play 
poised, with its excess production capac- 
ity, to capture the Philippines' economic 
recovery. 

Review: We haven't talked yet about 
Singapore. 

Tran: With Southeast Asia still a high- 
growth oasis, the Singapore market will 
benefit from a continued influx of funds. 
Our favourite in the property sector is DBS 
Land, and we still like the banks. 

Roux: Japanese investments into Singa- 
pore have been quite substantial. And Sin- 
gapore companies are beginning to look 
outward. Keppel is a great example of 
what they've done. Shipyards are also ex- 
panding into China, as exemplified by 
Sembawang's power plant project. Singa- 
pore's regionalisation efforts should help it 
diversify its economic base and boost 
intraregional trade. SIA is a good play for 
‘94 if you think there's going to be a recov- 
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ery — and if oil prices stay low. 

Review: Finally, let's look at Europe. 
Laurent? 

Roux: The potential for lower interest 
rates is still there. Real interest rates are too 
high relative to GDP growth, inflation will 
remain low, exchange-rate pressures have 
subsided, Maastricht has entered into force, 
and Gatt should lower tariffs generally to 
about 3%, boost trade volume and growth. 

In terms of which countries we'd focus 
on, we'd say the UK, Switzerland and 
France. We are looking at Spain, but Spain 
may not perform until the second half of 
next year because it's got 25% unemploy- 
ment and it can't seem to get anything on 
track. For example, the budget deficit has 
doubled. For those investors who want to 
play Spain, however, both Argentaria 
(banks, financials) and Iberdrola (utilities) 
look attractive. 

Valuation levels in Germany are getting 
very expensive. The market's had a good 
run, so we would be taking profits there. A 
P/E ratio of 18 times 20% earnings growth 
means the market is fairly valued. 
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Bundesbank easing of interest rates is ex- 
pected to be slow again in 1994 so it's diffi- 
cult to see the market rising without some 
consolidation first. 

In terms of Switzerland, we stick with 
the old classics, such as chemicals and Nes- 
tle. Nestle has underperformed most of the 
year. It's a good dollar play. It's a blue- 
chip stock with great liquidity. In France, 
liquidity is still moving into equity mutual 
funds, consumer spending is slow, and the 
market has been consolidating for about 
four months. 1994 earnings growth should 
be 18-20% compared to a 10% decline in 
1993. We like financials, cyclicals and dol- 
lar plays. Michelin, Generale des Eaux 
and Schneider are some stocks we would 
consider. 

In Britain, the chancellor's autumn 
budget, which aimed at reducing govern- 
mept borrowing by cutting spending, is a 
plus since it could keep interest rates low. 
GDP growth of 2.5% and corporate earn- 
ings growth of 17% in 1994 should help 
the market move higher. We favour 
cyclicals, housing and stores. a 
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Some Rooster 


By Henny Sender in Hong Kong 


innie Lee, a fund manager with 
W Aetna Investment Management in 

Hong Kong, spent most of Decem- 
ber on a marketing trip in South America 
meeting grateful clients. 

They had reason to be thankful. The 
Year of the Rooster was a good one for 
those who put money in Asia. "I told them 
it was an exceptional year, an unexpected 
year," says Lee. "Asian markets [excluding 
Japan] were up at least 50% on average." 
With such bounty, the biggest mistake a 
fund manager could make was to sell too 
early — and that was true of virtually 
every stock exchange in the region. 

For those accustomed to sober analysis 
and the painstaking bottom-up approach 
to stock selection, 1993 was a new experi- 
ence. "It was a frustrating time because 
sometimes overvalued stocks just became 
more overvalued,” says Peter Phillips, who 
runs several funds for Fidelity Investments 
out of Hong Kong. "That is a function of 
bull markets. In some segments, it's be- 
come really speculative." 

This was a fertile time for virtually 
everything in Hong Kong, but especially 
for new issues. International Bank of Asia, 
controlled by Arab Banking Corp., listed 
its shares in early November at HK$3.76 
(48 US cents) each. The shares had soared 
48% by December 30. 

Dao Heng, a second-tier bank owned 
by the Guoco group, came to market in 
Hong Kong at just under HK$22. It was 
almost 250 times oversubscribed, and on 
the first day it was trading at HK$36. 

That performance focused attention on 
other banks, sparking a rally within a rally. 
Smaller bank shares which Phillips recom- 
mended for REVIEW readers last quarter 
gained spectacularly. Union Bank and Ka 
Wah Bank surged 52% and 43%, respec- 
tively, from the end of September to mid- 
December. Even those whose interim earn- 
ings were disappointing, like Bank of East 
Asia, were among the quarter's best per- 
formers. 

Many investors who didn't sell too soon 
had the opposite problem — they got in 
too late. Another Phillips favourite, Na- 
tional Mutual, for example, produced bet- 
ter-than-expected earnings. In a market 
where stocks hardly need an excuse to 
soar, that is potent stuff. The stock regis- 
tered a 56% gain from the end of the third 
quarter to the middle of December. By the 
time many brokerage analysts got around 
to initiating coverage with a screaming 
“buy” recommendation, the stock had 
climbed 10% in a single week. 
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Fidelity's Peter Phillips. 


Disappointments in a market such as 
this are always relative, especially for those 
playing property stocks. Only a few were 
exposed to Henderson Land heavily 
enough to enjoy the lift spurred by an up- 
ward revision in its net asset backing. 

But all were exposed enough to the sec- 
tor to benefit from the boost the revalua- 
tion gave to other developers, such as Sun 
Hung Kai. Aetna's Lee regrets taking prof- 
its in New World Development too soon. 
David Lui at Schroders Asia in Hong Kong 
found that property-investment companies 
such as Hong Kong Land lagged property 
developers. 

Some fund managers, such as Aetna's 
Alfred Ho, believe there is still room for 
further spurts in the sector. He singles out 
Cheung Kong as a likely candidate. "They 


need to be at a higher premium," he as- 
serts. “All developers are being revised 
upwards on the basis of Henderson and 
recent land sales." 

Lui's single largest overweight position 
is in the hotel sector. "How many sectors 
in Hong Kong can you find where you can 
expect 20% earnings gains [in 1994]?" he 
asks. Several smaller hotels like Miramar 
moved 100% in 1993. In the past, Lui be- 
lieves, ^nobody appreciated the net asset 
backing underlying the shares; their assets 
were underutilised.” Mandarin Oriental, 
which Phillips recommended to REVIEW 
readers in September as a longer-term bet, 
rose 21% over the last quarter, and he ex- 
pects further gains. 

Many of this season's stars were China- 
related, a function of meagre supply and 
huge demand. “At first nobody believed in 
H shares,” says one fund manager, refer- 
ring to China shares listed in Hong Kong. 
By December, the only thing that nobody 
believed was that they could get their 
hands on enough of them. Small issues 
such as Kunming Machine Tool were so 
hot that fund managers like Phillips didn’t 
even bother. Still, it is always possible that 
some H-share companies will produce 
disappointing earnings, making it harder 
to justify valuations like those of Tsingtao, 
which began the quarter at HK$5.85 and 
by mid-December was trading at HK$9.20. 

So far, Hong Kong's rally has been a 
blue-chip affair, led by foreign institutions 
rather than retail investors. But the first 
quarter is the Lunar New Year period, 
when many second- and third-liners tradi- 
tionally have their day in the sun, if only 
because they seem cheap compared with 
first-liners. 

“Hong Kong has moved up faster than 
we expected,” says Aetna’s Ho. “But when 
you look at it ina regional context, you can 
take comfort. It isn’t expensive. This mar- 
ket will be fairly valued . . . at 17 or 18 
times earnings, which is 12,000 [on the 
Hang Seng Index].” The political acrimony 
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Manila stocks turned in the best performance in Asia in 1993 
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A concrete example of 


how LTCB turns 
conventional ideas upside down 











The unique shape of our 
new headquarters in Tokyo 
tells you a lot about the 
innovative approach we 

bring to banking. And this is 

just the visible part of our 

global banking services. 
Because this intelligent building is the hub 
of a network that coordinates and supports 
the work of our offices worldwide. So the 
expertise of every one of our specialists is 
always available to you, no matter which of 
our offices you talk to. Thanks to this pool 
of talent, you can rely on us for creative, high 
quality solutions, tailored to meet your 
specific financial requirements. When you 
need an innovative, independent industrial 
financier that combines global banking power 
with long-term vision, there’s only one 
name you really need to know. LTCB— 
The Long-Term Credit Bank of Japan. 
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The Long-Term Credit Bank of Japan, Limited 





Tokyo, London, Paris, Brussels, Frankfurt, Zurich, Milan, Madrid, New York, Chicago, Los Angeles, Greenwich, Philadelphia, Toronto, Atlanta, Dallas, 
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Mandarin Moves 


Mandarin Oriental shares surged in the 4th quarter 
HK$ share price 
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between China and Britain over Hong 
Kong’s 1997 handover, he adds, “has no 
impact, and the liquidity is enormous.” 

Malaysia, meanwhile, has become the 
second-most expensive market in the re- 
gion, after Japan. “At these valuations we 
are in uncharted territory,” says Ho. Fun- 
damentals justify all this — but only to a 
point. On a recent visit to a Kuala Lumpur 
brokerage, Ho was unable even to enter 
the building's elevator for the crowds rush- 
ing to transact deals. As much as 30% of 
market capitalisation can change hands in 
a single day, and up to 40% of volume can 
be day trading. 

“The way to play Malaysia is to be 
speculative, to play themes, like the priva- 
tisation theme," one fund manager ex- 
plains. ^And look for political relations. I'd 
be lying if I said we relied on fundamen- 
tals. If you rely on fundamentals in this 
kind of market you won't necessarily pick 
winners." Like Road Builder. As Ho points 
out, the development company has con- 
nections to United Engineers Malaysia. It 
went public in June at M$7 (US$2.27) and 
has tripled in value since. 
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To understand what happened in Ma- 
laysia, look at Advanced Synergy, a com- 
pany involved in various natural-resource 
development projects, from timber conces- 
sions in Burma to oil and gas at home. 
Aetna fund managers began accumulating 
the stock in late November. Less than three 
weeks later, when the stock reached M$7, 
they began taking profits. In mid-Decem- 
ber, the shares were trading at M$10. 

For Malaysia investors growing faint of 
heart, especially at these high altitudes, 
take comfort. The betting is that with elec- 
tions scheduled for 1994, the government 
is not likely to let the market sag too 
sharply. “They may let the second- and 
third-liners on their own, but not the blue 
chips,” Ho says. Aetna’s core portfolio in- 
cludes the two infrastructure “T’s,” 
Telekom and Tenaga, as well as financial 
issues such as MBf Capital, Malayan 
Banking and Public Finance. 

Aetna is also bullish on Indonesia, 
which surged 115% in 1993, one of the best 
records in a generally bullish region. “Peo- 
ple are ready for Indonesia,” claims Bill 
Barron, who manages Aetna’s Jakarta 
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holdings. "We anticipate a big liquidity 
push." That means Barron can become 
more selective. Having aggressively 
bought bank shares (like Bank 
Internasional Indonesia and Bank Bali) 
earlier in the year — and enjoyed a 140- 
15096 rise in the sector — he can now take 
profits in those he feels less confident 
about. Barron's favourite counter currently 
is Bakrie & Brothers, whose plantation 
operations should benefit from the antici- 
pated recovery in soft commodities. 

Indonesia often leaves fund managers 
behind. Stocks tend to gap, leaving manag- 
ers to chase up share prices or sit unhap- 
pily on the sidelines. Property counters 
were strong in 1993, which was good for 
those holding shares such as Lippo Land 
and Modern Land. But because the 
Dharmala group has not always been a fa- 
vourite of foreign institutions, many fund 
managers declined to bid aggressively for 
a new issue by Dharmala Intiland. That 
one was one of the strongest plays of the 
quarter, surging 14096 in the last four 
months of 1993. 

Thailand, which was sleepy relative to 
other markets. during the first half of the 
year, woke up in the last quarter. About 
nine-tenths of its 90% rise for the year came 
after early October. The hottest story in 
Bangkok was telecoms, a sector fast becom- 
ing the exchange's largest-capitalised 
(which will virtually require foreign fund 
managers to have some exposure to the 
industry). Never mind that TelecomAsia 
has no effective price-earnings ratio since it 
has no earnings. Its market capitalisation 
makes it larger than either mighty Bang- 
kok Bank or Bangkok Land. 

“If any market has scope for positive 
earnings surprises," says Barron, “it is the 
Philippines. The turnaround potential is 
substantial." Barron cites ice-cream maker 
Magnolia. During the worst days of the 
power blackouts, few bought more than a 
pint at a time, fearing spoilage. Magnolia 
joked that it was in the milkshake busi- 
ness. With the end of the constant power 
outages, however, Magnolia and numer- 
ous other companies are contemplating im- 
proved bottom lines. And so is electricity 
supplier Meralco, finally. 

One of Barron's favourite buys is 
Robinson Land. Four months ago, when 
Barron began studying the company, the 
stock was trading at P3 (11 US cents). As 
he began buying, it moved up to more than 
P6. He compares it to Thai counter Land & 
Houses — though Robinson is cheaper. 

Even pessimistic fund managers believe 
East Asia will soon "catch up" (which, 
along with "laggard" and "target price" 
were popular buzzwords in the bullish 
quarter just ended.) "There are huge 
amounts of cash waiting to go into Korea," 
says Aetna's Barron. That is true of Taiwan 
as well. In fact, there are massive funds for 
every market save Tokyo's — sadly for 
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those who bet prematurely on a Japanese 
recovery. 

Tokyo was a mirror image of the rest 
of the region this past quarter. "It was a 
bad period for everyone," says Simon 
Fraser, a Fidelity fund manager based in 
London. "It was weaker than most people 
expected. Nobody really positioned them- 
selves for a sell-off." The market was also 
more volatile. A stock would surge 10% 
one day and fall the same amount the fol- 
lowing day. 

A turnaround doesn't appear imminent. 
"Every company we visited indicated that 
they expected no growth in profits, or even 
a decline," reports Paul Warren of Pruden- 
tial Asia. "So far [in 1993] about 250 com- 
panies have cut or suspended dividends. 
At these levels, the downside is limited — 
but so is the upside." 

Investor miscalculations in Tokyo were 
the reverse of those elsewhere; holding too 
long rather than selling too soon was the 
main problem. Warren bought software 
company Toyo Information Systems 
months ago, when it was trading at Y1,000 
(US$9). It peaked at Y1,800, but before War- 
ren could close his position (into a wave of 
buying on a bullish report from Baring Se- 
curities), the share tumbled. It now trades 
at around Y1,300, and Warren still has more 
shares than he wants. 

Alternatively, Daiki Aluminium, 
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which supplies ingots to the car industry, 
was trading at around Y290 when Warren 
got into the shares last March. He sold in 
June at around Y420 and briefly regretted 
it when the price rose to Y500. Now, with 
the stock trading at Y280, there are no 
regrets. 

Still, there were some safe havens. Some 
of the companies which performed best in 
the down market were retail and ware- 
house shares — such as warehouse com- 
pany Kamigumi — which benefited from 
anticipated deregulation (something Fideli- 
ty's Fraser had been pushing but now con- 
siders an overdone story). 

Now Warren is looking for companies 
— such as Kyocera — with technological 
advantages and few competitors. He also 
likes export-sensitive stocks such as Mit- 
subishi Motors (See Tokyo's Silver Lining on 
page 54 for more Japanese stock picks). 

Nobody is more bullish on export-re- 
lated shares than Fraser. “They are begin- 
ning to look more attractive," he reasons. 
"First, they have had to be more serious 
about cutting costs, because of the strong 
yen. And they are more exposed to the rest 
of the world, which has better growth pros- 
pects than Japan itself. They are also geared 
to the yen, and I am now more bearish on 
the currency." 

The weakening yen has already proved 
hugely positive for companies like Sony, 
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now the largest holding in Fraser’s Pacific 
Basin Fund. Over the past three months 
Sony has gained 21% while the market it- 
self declined. 

Fraser also holds several smaller com- 
panies such as Rohm, which makes spe- 
cialised semiconductor chips, and Nihon 
Denkei Kogyo, a maker of crystal oscilla- 
tors used in various consumer-electronic 
goods, including mobile telephones. “All 
three makers are in Japan,” he notes, “so 
their prices aren’t under pressure. You 
can’t really source elsewhere.” 

Fraser is also reducing his exposure to 
the financial sector. After recommending 
Orix and other leasing companies to 
REVIEW readers for months, he is now 
cutting back. Stockbrokers have predict- 
ably proved disappointing on the back of 
the weak market. Nomura was down 8% 
in the quarter and its poor cousin, 
Kokusai Securities, down 23%. Now 
Fraser’s largest positions in the sector are 
in newly listed finance companies like 
Promise and Acom, which, at 30-40 times 
official (and Fraser believes conservative) 
earnings forecasts, are still cheap by To- 
kyo standards. 

If in 1993 the rooster crowed every- 
where but Tokyo, what of 1994? Every dog 
has his day in the sun, but the trick is 
figuring out when that day will come — 
and go. m 
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Tokyo’s Silver Lining 


By Henny Sender in Hong Kong 


ing he’s the odd man out. Most of his 

fund-manager colleagues at Fidelity 
Investments are busy channelling an ava- 
lanche of money into its Asian equity funds 
(so much money, in fact, that some confess 
they find it scary). Fraser, however, has his 
work cut out trying to elicit investor in- 
terest. His problem: most of the funds he 
manages invest in Japan. 

While the bulls were running wild in 
most of Asia's stockmarkets in 1993, Tokyo 
was firmly in the grip of the bear. After a 
mid-year attempt to break loose, it suc- 
cumbed to another bout of recessionary jit- 
ters to end December barely higher than 
where it began in January. Paul Warren, 
who runs Tokyo funds for Prudential Asia, 
sums up most investors' view of the mar- 
ket: “When there is so much excitement 
elsewhere in Asia, why take the risk of be- 
ing in Japan?" 

Why, indeed — unless you buy Fraser's 
argument that the time to acquire Japanese 
equities is precisely the moment when eve- 
ryone else has decided to give them a miss. 

Recessions mean poor corporate earn- 
ings everywhere, but in Japan recession 
hits the stockmarket especially hard. That's 
because as earnings decline, Tokyo's high 
stock valuations appear particularly unjus- 
tifiable. Japanese price-earnings ratios still 
average around 70. Yet in any market, 
there are stocks that buck the trend. In To- 
kyo, the trick is to find companies that are 
relatively immune to the current downturn 
and to the plunge in demand caused by 
consumer pessimism at home 
and the rising price of Japanese 
exports. 

For those who favour 
Fraser's argument, some of the 
most interesting companies are 
those benefiting from the boom 
in the rest of Asia. That means 


¢ imon Fraser can be forgiven for feel- 


Namura Shipbuilding 


could begin with these companies.” 

Some of the candidates are surprising. 
For example, Fraser was intrigued to find 
that Japanese shipbuilders — which many 
were prepared to write off not so long ago 
— are returning to health. For several 
years, they had lost ground to price-under- 
cutting by South Korean rivals. Now the 
Koreans’ order books are full until 1997 
and they have complacently pushed up 
prices, according to Fraser. For the first 
time, the Japanese are the cheaper alterna- 
tive. They are also offering their offshore 
customers US-dollar pricing, and even 
helping to finance their purchases. Fraser 
holds Namura Shipbuilding in this sector. 

A similarly startling discovery greeted 
Fraser when he visited Kumagai Gumi 
(Hong Kong), a unit of construction firm 
Kumagai Gumi of Japan. The subsidiary 
has recently started buying Japanese, 
rather than local, glass. Reason: the price in 
depressed Japan is 40% lower than in 
booming Hong Kong. 

Fraser also sees power-equipment sup- 
pliers as a bet on strong regional demand. 
One of his recent holdings was Taihei 
Dengyo, an engineering firm. The com- 
pany claims 90% of its earnings come from 
installing power plants for Japanese groups 
such as Mitsubishi and Mitsui in places like 
Indonesia and China. (Since Japan’s own 
power utilities are quasi-public, their or- 
ders have been firm as well, in response to 
government requests to help boost the 
economy.) “Equipment for power is doing 
extremely well,” Fraser notes. “The sales 


Out-performers 


Some of the stocks mentioned in this article have 
done considerably better than the market average 
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in order to rebuild their order 
books. 

“Companies which are well 
managed and have cut costs by 
moving production offshore 
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could bring back recovery," 
says Fraser, who covers the re- 
gion from his base in London. 
“Now, they may not all be 
profitable yet, but the recovery 
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and revenues are booked in Japan but the 
orders are from all over Asia." His only 
regret is that he sold Taihei Dengyo's stock 
too soon. 

Fraser, who is now adding Fidelity's 
Pacific Basin Fund to his portfolio, isn't the 
only fund manager to spot a silver lining 
in the dark cloud over Tokyo. At Pruden- 
tial Asia, Warren also likes companies that 
combine technological prowess and off- 
shore sourcing. For example, Mabuchi 
Motor, which makes electrical motors, now 
produces at least 90% of its output offshore, 
both in Southeast Asia and in Dalian, 
China. Few companies have yet gone that 
far, but more and more are likely to. 

"The Asean-sales story is one of the 
strongest themes" in the Japanese stock- 
market, Warren says. "You have demand 
in countries like Thailand. Moreover, you 
see signs of a turnaround in the U.S.” 

Japanese firms selling from lower-cost 
production centres such as Malaysia will 
be able to play both trends to advantage, 
Warren reasons. His holdings include ce- 
ramics maker Kyocera, Nippon Chemi- 
con (which makes capacitors, and bases 
about 40% of its production in Southeast 
Asia), electronics maker Pioneer and 
Mitsubishi Motors. 

Laurent Roux, managing director of 
Pictet (Asia) in Hong Kong, concurs: "I 
think one of the themes for the next year or 
two may well be the strength of intra-re- 
gional trade in Southeast Asia. And the in- 
teresting thing the Japanese have done is 
invested some US$6 billion per annum for 
the past seven or eight years in the region. 
So they have an organised, well-coordi- 
nated production base from which to do a 
lot of exporting within Asia." Two stocks 
Roux thinks will benefit from Asian 
growth: Mitsubishi Electric and Nippon 
Steel. 

So strong is the Asia theme, in fact, that 
Nomura Securities, Japan's big- 
gest securities house, has ad- 
vised corporate clients to list 
their offshore subsidiaries on 
local stock exchanges to capi- 
talise on the regional boom. 
Warren believes few will do so. 
"Their parents won't want to 
disclose how profitable they 
are," he reckons, "because then 
their customers will ask for 
price cuts. Also, the parent 
company will have less con- 
trol." 

Warren also wonders why 
firms would wish to list in mar- 
kets whose price-earnings ra- 
tios are so much lower than 
those at home. Still, given the 
way share prices in other Asian 
markets surged in 1993, that 
prospect may be less remote 
than anyone might have 
guessed a year ago. * 
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By Mark Clifford in Hong Kong 


$ the high priests of finance search out 

mew investments — and investment 

vehicles to sell — almost no market is 
too: small. Two cases in point: Sri Lanka 
and Pakistan. 

Stockmarkets in both countries are trad- 
ing at record levels. Colombo's CSE Sensi- 
tive Index at the end of December had ad- 
vanced 45% since mid-September, while 
the Karachi KSE-100 Index gained more 
than 60% in the last four months of 1993. 
And both Sri Lanka and Pakistan have 
newly launched mutual funds dedicated to 
investment in these markets. 

In Sri Lanka, a sweeping economic-lib- 
eralisation policy and a flood of foreign in- 
vestment are fuelling growth. In spite of a 
troublesome civil war, the country’s 
economy has expanded more than 4% an- 
nually in the past decade. That growth 
looks set to accelerate. 

The country's GDP expanded an esti- 
mated 6% in 1993, and growth is forecast 


to be even higher this year. "I've been ` 


very keen on Sri Lanka," says Ayaz 
Ebrahim, fund manager of the Himalayan 
Fund, which has about 12% of its US$160 
million portfolio invested in Sri Lanka and 
the balance in India. Despite the sharp 
increase in prices on the Colombo ex- 
change, valuations are still reasonable 


compared with most of the region's mar- | 


kets, he says. 

Regent Fund Management portfolio 
manger Charles Lunsford, who runs that 
company's new Sri Lanka fund, says cor- 
porate earnings on the Colombo exchange 
grew at least 20% in 1993. He looks for 
earnings to increase 30% this year. 

"We still feel very confident that the 
market will double within 18 months," 
Lunsford says. He estimates that stocks are 
trading at 14 times estimated earnings for 
the fiscal year ending on March 31. 

The Dublin-listed Regent Sri Lanka 
Fund, which initially raised US$24.8 mil- 
lion, started its life as a closed-end facility. 
It will accept new subscriptions after six 
months and redemptions after 12 months. 
After one year, it will become a completely 
open-ended fund. 

In Pakistan, big privatisation projects 
are planned, economic reform is under 
way and the country is strategically posi- 
tioned to take advantage of good relations 
with the Middle East. And the Karachi 
stockmarket is moving almost straight up. 

“We have had a stunning run,” 


says | 
Robert Brewis, fund manager of Credit | 


Minister Benazir] Bhutto in charge, there's 


‘a bit more political stability. Most impor- 


tantly, from an investor's point of view, 
with what the interim government did in 
the third quarter, the economy is basically 
run by the IMF now." 

He believes the stockmarket has room 
for further advances. Corporate earnings 
are expected to grow 20-25% this year, ac- 
cording to Credit Lyonnais, and stocks are 
trading at less than 18 times estimated 1994 
earnings. 

Foreign money continues to flood the 
stockmarket. Morgan Stanley and the 
Asian Development Bank just raised 
US$180 million, four times as much as 
planned, for a New York Stock Exchange- 
listed Pakistan fund that started trading in 
mid-December. That represents a sizeable 
capital infusion, given the Karachi ex- 
change's capitalisation of about US$13 bil- 
lion 


Good as all this sounds, foreign fund 
investors may find themselves hard- 
pressed to make money in what are still 


small stockmarkets. Mark Mobius, presi 
dent of the Templeton Emerging Markets 
Fund, likes Sri Lanka and Pakistan, but he 


sees some caveats for would-be investors. 


Mobius points out that the Colombo |. 
and Karachi exchanges are often volatile; < 
making it difficult to get in and out of is- 
sues profitably. Moreover, local investors. 
regularly engage in front-running, the buy- . 
ing of shares based on educated. guesses or 
insider knowledge of what foreign funds - 
are likely to buy. 

"The easy money has definitely been : 
made,” says a Merrill Lynch trader. “Even 
though these markets probably have very 
good growth potential, it could be a little - 
risky going in for the first time right now.” 

Despite all the optimism about reform, 
both Sri Lanka and, Pakistan. face major 
obstacles. Sri Lanka’s Tamil insurrection is 
largely contained in the north, but military 
spending continues to exert a drag on the 
economy. The major hope for Pakistan, 
which has only enough foreign reserves to 
cover a few weeks’ worth of imports, is 
that an IMF-imposed restructuring program 
will discipline its economy. 

Investors like to look ahead, and they 
are betting that the changes going on in Sri 
Lanka and Pakistan are for real. With the 
recent increase in stock prices, though, 
there is little room for error in the rosy fore- 
casts that brokers are peddling. ;, : 
























Lyonnais’ Pakistan Growth Fund, “largely | 


because of the perception that with [Prime | 
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D Assets 


Three fund managers update their portfolios 


e have asked three Hong Kong 
W fund managers to update the port- 

folios they proposed three months 
ago. As before, they are making their re- 
commendations for two imaginary inves- 
tors, both based in Asia. Their portfolios 
are valued in U.S. dollars. 

Investor A: a 30-year-old man, unmar- 
ried, earning the equivalent of US$50,000 a 
year. He has net assets of US$250,000 and a 
pool of US$100,000 to invest. He is pre- 
pared to take fairly high risks to achieve 
capital growth. 

Investor B: a 45-year-old father of two, 
earning US$150,000 a year, with net assets 
of US$1 million and a pool of US$500,000 
to invest. He does not want to take high 
risks to see his capital grow. 

On the opposite page are three sets of 
tables showing the fund managers' asset 
allocations as of mid-December. 





Elisabeth Scott, Schroders Asia: Last 
year was a spectacular one for Asian stock- 
markets. Hong Kong jumped by more than 
8075, while other regional markets such as 
Malaysia and Indonesia rose by even more 
in local-currency terms. 

European markets also performed well, 
although gains were reduced by almost a 
third on average by weak currencies. By 
contrast, the strength of the yen ensured 
that the Japanese market increased by more 
than 25% in dollar terms in 1993. The US. 
equity market put in a solid performance, 
rising just under 10% over the year. 

We expect the trend of equities outper- 
forming bonds, which began in 1992, to 
continue in 1994, Although interest rates 
will still decline in Europe and Japan, more 
rapid growth in North America will pre- 
vent a major upward move in bond prices. 
To reflect this, we have lowered Investor 
B’s exposure to bonds. Returns from cash 
remain poor — and we do not think the 
time has yet come to bail out of the equity 
markets into cash. 

We believe that the Asian markets will 
be strong performers once again in 1994, 
and have retained high weightings in the 
region. The Hong Kong market appears to 
have thrown off political concerns and to 
be moving towards a price/earnings mul- 
tiple closer to that of other markets in the 
region. We expect the volatility of the mar- 
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ket to increase somewhat. Despite that, re- 
turns for 1994 will be above average. Flows 
of money from overseas will continue to 
move into the region, boosting valuations. 

Looking towards the larger markets, we 
have increased the weightings of both in- 
vestors in North America. Profit growth 
from the recovery should, at last, become 
evident in companies' results and we ex- 
pect the cyclical sectors of the U.S. market 
to pull the whole market higher. 

European economies should begin to 
recover this year, although Germany and 
France are still weak, and interest rates are 
likely to fall further. That's good for equity 
markets, but will hit currencies. We have 
cut both investors' weighting in Japan; we 
expect recovery to take longer to material- 
ise than investors expect and that corpo- 
rate results will be disappointing. Political 
concerns may prevent an effective stimu- 
lus package, and politicians seem to be less 
inclined to support the market. 

This should be another year of 
outperformance for Asian markets over the 
rest of the world. 





Jardine 
Fleming 


Jennifer Hodgson, Jardine Fleming In- 
vestment Services: The change in asset al- 
location made three months ago, which 
determined an increase in the Southeast 
Asian equity markets (including Hong 
Kong), was well-timed. 

Bond markets have been volatile, tak- 
ing fright over strong economic numbers 
in November. But we do not believe that 
inflation is likely to rise in the near-term, as 
1994 first-quarter GDP growth should be 
subdued. Furthermore, industrial com- 
modity prices, base metals and crude oil 
continue to weaken. We therefore expect 
bonds to continue to show a real return for 
yield investors, and we have maintained 
our bond weighting for Investor B. 

Equities continue to be the favoured as- 
set class, and Southeast Asia, together with 
Hong Kong, have been the beneficiaries of 
pent-up demand from Europe, America 
and Japan as well as from local investors. 
The re-assessment of the fundamentals of 
these markets is set to continue for the time 
being. We continue bullish over the me- 
dium to long-term while acknowledging 
that the march towards a market economy 
in China will not be smooth and volatility 
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will be the norm. 

We have increased our exposure to 
Southeast Asia to include as previously the 
markets of India, Indonesia and the Philip- 
pines. Taiwan is expected to feature in our 
asset breakdown in coming months. 

Japan continues to suffer from poor 
company results and fragile market senti- 
ment generally. In the lack of further fiscal 
stimulus we are reducing our exposure to 
Japan for the near-term. 

We will maintain the weightings to 
America and Europe, where stock selection 
remains the key. 





Value Partners 


V-Nee Yeh, Value Partners: In the last 
three months, portfolios for Investor A & B 
gained 43.7% & 35.7%, respectively, due to 
rallies in Asian equity markets. Since April 
1, the gains have been 65.1% & 65.3%. 

The U.S. economy is picking up, albeit 
slowly. Interest rates have probably bot- 
tomed, but any tightening should be 
gradual. European economies may have 
troughed, but monetary easing has yet to 
work its way through. In addition, the lack 
of political will for structural labour and 
wage changes will restrain growth. Excess 
European liquidity may partially offset de- 
clining U.S. liquidity. 

Similar conditions prevail in Japan 
which, barring a fiscal stimulus, has yet to 
bottom. Major growth remains in Asia, 
(outside Japan) and Latin America, which 
will continue to attract global investment 
flows. The recent decline in oil prices 
amounts to a global tax cut, further fuel- 
ling liquidity. 

Hong Kong remains attractive, as it con- 
tinues to be the only market with a nega- 
tive cost of capital and a de facto firm cur- 
rency. Second- and third-liners should out- 
perform as the valuation differential with 
blue chips narrow. Stocks retained are 
Fountain Set, Asia Financial and Winton. 
New additions are ASM Pacific, Vtech 
Holdings, IDT and Mandarin Oriental. 
Stocks sold are Wai Kee and Hopewell. 

Malaysia and Thailand look frothy and 
our exposures via IGB and Bangkok Bank 
are reduced 50%. South Korea remains at- 
tractive, due to monetary easing and 
accelerating growth. Picks remain Kepco, 
the electricity utility, Shin Young and Shin 
Poong Paper. 

We retain our holdings of Vietnam and 
North Korean debt, with prospects of a 
Brady plan for the former likely in 1994. 
Prices have rallied for Vietnam, now trad- 
ing at 50% of face value. But North Korea 
is still interesting at 17% of face value. Prof- 
its are taken on our International Semi- 
Tech junk bond, which has gained 12.6%, 
and swapped into Cuban debt at 22% of 
face value. This represents our North 
American exposure. Li 
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Investor A: a 30-year-old man, unmarried, earning the equivalent Investor B: a 45-year-old father of two, earning US$150,000 
of US$50,000 a year. He has net assets of US$250,000 and a pool a year, with net assets of US$1 million and pool of US$500,000 
of US$100,000 to invest. He is prepared to take fairly high risks to to invest. He prefers to avoid taking high risks to see his 
achieve capital growth. capital grow. 


Numbers in brackets refer to weightings three months ago 










































% 
Investor A Investor B 
Cash 0 (0) 0 (0) 
Bonds 0 (0) 25 (35) 
Equities 
North America 20 (15) 15 (10) 
Europe 10 (10) 10 (5) 
Japan 10 (20) 10 (15) 
ea S Hong Kong 25 (25) 19 - (15) 
Elisabeth Scott is a graduate of Edinburgh Asean 
University and is now a manager with . 
Schroders Asia in Hong Kong, The Schroders South Korea/Taiwan 35 (30) 25 (20) 
Group manages portfolios of US$53 billion Australasia 
worldwide, of which 5% is looked after by the 
firm’s Hong Kong office. TOTAL 100 100 








Jardine Fleming 



































% 
Investor A Investor B 
Cash 0 (0) 0 (0) 
Bonds 0 (0) 20 (20) 
Equities 
North America 10 (10) 15 (15) 
Europe 10 (10) 10 (10) 
Japan 15 (20) 10 (15) 
> g Hong Kong 30 (25) 20 (20) 
Jennifer Hodgson is M" e of Le pare Asean 
banking department of Jardine Fleming, x 
KA A under management ocana South Korea/Taiwan 35 (35) 25 (20) 
US$10 billion. Hodgson is a graduate of Australasia 
Geneva University and has worked for Jardine 
Fleming Investment Management since 1980. TOTAL 100 100 


















































0, 
Investor A P Investor B 
Cash 1 (0) 0 (0) 
Bonds 20 (20) 45 (45) 
Equities 
North America* 5 (5) 5 (5) 
Europe / Japan Ü (0) 0 (0) 
Hong Kong 35 (28) 25 (20) 
Asean** 17 (25) 10 (15) 
V-Nee Yeh is executive director of Value South Korea***/Taiwan 17 ^ (17) 10 (10) 
Partners, a fund-management firm concentrating = 7 
on small, listed companies in Asia. A graduate Australasia 5 (5) 5 (5) 
th he Lair HoUOPR. DUXI RE TOTAL 100 100 





partner of Lazard Brothers Capital Markets in 


London upon returning to Hong Kong in 1990. *Represented by Cuban debt 


**|ncludes Vietnam debt — ***Includes North Korea debt 
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Gentlemen Prefer Bonds 


By Adam Schwarz in Hong Kong 


Qi has its price. And if the huge 
sums pouring into the region's stock- 
markets are any guide, the price — or 
more precisely the opportunity cost — of 
shifting assets into more secure invest- 
ments such as government securities, high- 
grade corporate paper and bank deposits 
is still judged to be too high. 

Part of the problem is lack of choice. 
For investors in Asia outside of Japan, the 
available menu of fixed-income instru- 
ments remains fairly sparse. Regional 
equity funds are plentiful and offer the 
prospect of double-digit annual growth. 
But there is little between these and sav- 
ings accounts and money-market funds of- 
fering a paltry 2-4% a year. 

The fixed-income menu is filling out, 
however, and quickly. "We're seeing grow- 
ing interest worldwide in Asian currency 
fixed-income instruments, and it will keep 
growing,” says Howard Pollack, manag- 
ing director of Lehman Brothers (Asia). 

Within this broad market, Southeast 
Asia is emerging as a prime area of inter- 
est. Asean-based companies have been 
raising funds at an ever increasing pace by 
issuing bonds, commercial paper and 
equity-linked fixed-rate instruments. Given 
the huge expenditures planned for infra- 
structure development in the region, the 
demand for capital — and the supply of 
Asian bonds — is sure to grow. 

Rates are high in this rapidly growing 
region not only because it is capital-short 
but also because banks and bond issuers 
need to pay a premium over developed- 
market rates to induce investors to hold 
assets in local currencies. For Asean’s most 
successful economies, this premium is 
“unwarrantedly high,” says Miron 
Mushkat, Lehman’s chief economist for 
Asia. And as a result, “the stream of in- 
come which can be obtained from Asian 
fixed-income instruments is very impres- 
sive by international standards.” 

The combination of capital scarcity and 
currency premiums has attracted consider- 
able institutional interest in the Asian fixed- 
income market. But the retail investor has 
had to work a little harder to tap into the 
high yields that this market offers. 

There are a growing number of global 
emerging-market debt funds that normally 
hold some Asian securities, but many of 
these are invested primarily in Latin 
America and insist on a high minimum in- 
vestment. There are also a few country-spe- 
cific debt funds in Asia — several for Tai- 
wan, and at least one for Indonesia and the 
Philippines — but these do not provide 
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enough diversification for many investors. 

For retail investors looking to limit their 
vulnerability to equity markets but want 
something more than, say, Hong Kong 
bank deposits can offer, help is on the way. 
A new basket of funds aimed at these sorts 
of investors was launched on December 8 
and others like it are sure to follow. 

Managed by Income Partners (Asia), a 
Hong Kong-based fund-management firm 
established in August, the Global Strategy 
Fund offers investors a range of open-end 
investment funds targeting high-yielding 
fixed-income and money-market instru- 
ments in the larger Asean economies. 

The main sub-fund in the basket and 
the first to accept subscriptions is the Asian 
Fixed Income Fund, an unhedged portfo- 
lio of straight fixed-income securities and 
high-yielding time deposits that will invest 
primarily in Thailand, Indonesia and Ma- 
laysia. The fund, authorised for sale in 
Hong Kong, is advertised as offering a 1076 
annual return with very low volatility. 

“It’s not a get-rich-quick type of invest- 
ment,” says Emil Nguy, the managing di- 
rector of Income Partners. “It offers a 
steady, safe and high-yielding return. And 
because it is a regional fund, it allows a 
real diversification of political and credit 
risk while also largely insulating investors 
from swings in the stockmarket.” 

The Asian Fixed Income Fund’s largest 
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weighting will be in Indonesia, with 
roughly 35-40% of the fund's assets. The 
fund will invest in central bank paper, cur- 
rently yielding 9-106, time deposits return- 
ing 10-12% and bonds issued by state- 
owned enterprises and top-tier corporates 
such as Hero Supermarkets, Astra Inter- 
national and Ometraco. Bonds recently 
sold by the state-owned electricity utility 
are currently yielding over 15%. With the 
rupiah expected to depreciate against the 
U.S. dollar this year by less than 2%, the 
Indonesian portion of the fund should pro- 
vide a net return of around 11-12%, 

About a third of the fund will be in 
Thailand, where bills of exchange and cer- 
tificates of deposits issued by banks and 
finance companies will be key investments. 
A small part will be in Thai time deposits, 
which currently offer about 7%. 

Some 10-15% of the fund will be allo- 
cated to Malaysia, where rates are coming 
down but the currency is going up. Malay- 
sian Government paper yields 6-7% while 
corporate paper trades about one percent- 
age point higher. But total returns to dol- 
lar-based investors are likely to be higher, 
since the ringgit is expected to appreciate 
this year, perhaps by as much as 3-4% 
against the U.S. dollar. 

Private bankers and investment advis- 
ers generally responded enthusiastically to 
the new fund though several warned that 
lack of name recognition would deter 
many overseas investors. “A lot of people 
around the world are chasing that extra 
yield and that will accelerate as people get 
more worried about equity markets,” says 
David Wilkie, a director at Jardine Mathe- 
son PFC. "We are certainly on the look-out 


for opportunities like this.” n 
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Far East Equities (including Japan) Return — eroe iod 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
% Rank % Rank % Rank % Rank Risk 
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Far East Equities (excluding Japan) : 
Past three months Past 12 months Past three years Past five years Volatility Return: 
96 Rank % Rank % Rank % Rank Risk 
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Japan Equities 
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Singapore Equities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
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Finistere Sing & Malay Life 
Dao Heng Malaysia & Singapore 


Sector Average (total number) 34.86 (7) 111.61 (7) 199.18 (6) 360.67 (6) ad toh 















Thailand Equities 








Past three months Past 12 months Past three years Past five years Volatility Retum/ = 
96 Rank % Rank Rank Rank Risk 
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Thornton New Tiger Thailand 
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Thailand Equities — cont'd mc MM ERES es 
Past three months Past 12 months Past three years Past five yeats Volatility Return/ 
% Rank % Rank % Rank % Rank Risk 
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CIBC-CEF Thai 


Royal Life/Connaught Thailand 





Indonesia Equities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
% Rank % X Rank 96 Rank 96 Rank Risk 

















ippo indones 
la ; 
Connaught Indonesian Growth 


Tiger Indi 
ian Growth 





Sector Average (total number) 20.19 (7) 72.47 | (7) 32.50 (5) 





Philippines Equities 


Past three months Past 12 months Past three years Past five years Volatility Return/ 
96 Rank % Rank % Rank % Rank Risk 





Sector Average (total number) 62.51 (3) 127.35 (3) 266.96 (3) 264.21 (2) — — 


Emerging Markets Equities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
96 Rank % Rank % Rank % Rank Risk 


Citi PF Emrng Asian 














Sector Average (total number) 24.26 (32) 59.73 (29) 120.22 (12) 139.69 (4) — — 


Australia & New Zealand Equities 


Past three months Past 12 months Past three years Past five years Volatility Return/ 
% Rank % Rank % Rank 96 Rank Risk 








JF Australia 2089 — 1 6530 4 87.13 3 1430 — 3 17.4 









Royal Life/Baring Australia 18.65 3 : 63.44 6 24.16 8 4 11.8 


Fidelity Fds Australia 17.17 5 g | — — 
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Look at the facts. No company offers more : 
Fidelity's Asian Mutual Funds Perform Better 






FACT — Fidelity puts fundamental research first, To 
discover the companies that offer the best potential 
for growth, 31 Fidelity Asian fund managers contact 
3,500 companies each year - before and after we 
invest. 







Total Return 
last 12 months" 











Fidelity South East Asia Fund 353.595 
MSC} Combined Pacific Index 48.926 ^ 


Fidelity ASEAN Fund 
MSCI EMF Index . 


Fidelity Hong Kong & China Fund 
Hang Seng Index 






















FACT — Fidelity Funds have out performed their 
benchmark indices in most Asian markets. 

















Fidelity Malaysia Fund *104,296 
Kuala Lumpur Composite Index 52.795 


Fidelity Singapore Fund *78.45 
FTA Singapore Index +52.0% 


FACT — When you become a Fidelity investor you 
also enjoy the advantages of world class service that 
you won't find anywhere else. 
























° Fidelity's Knowledgeable Investment 
Representatives are at your service from 9am 


























Fidelity Thailand Fund +94.9% 
to 9pm Monday to Friday" 4| Bangkok SET Index +52,2% 
*  Fidelity's Automated Service Telephone - FAST | Fidelity Japan Fund +20.5% 
, i | Tokyo New SE Index +170% 

- gives you 24-hour access to important | 
investment information. | Fidelity Japan Smaller Companies Fund +42.0% 
| Tokyo Second Section index 423.996 





. Investment Monitor, our free quarterly 
newsletter gives you the latest market 
information. 


Sour 





CALL FIDELITY HONG KONG (852) 848 1000 OR FAX (852) 845 2608 


Or call our Investor Hotline in Shanghai : 108 000 07 1, Japan: 003 185 3189 


To: Fidelity investments, 16/F, Citibank Tower, 3 Garden Road, Central, Hong Kong. 
WI ‘Yes, please send me more information on Fidelity Funds, 











Name: Mr. /Mrs./Ms Company Name: 
Company Address: 
Office Telephone: Home Telephone: 








Fitlelity e Investments 


UH. YOUR MONEY MATTERS 


*9am to ipm on Saturday. Price and income of units can go down as well as up and past performance is no guarantee of future returns. , | 























Australia & New Zealand Equities — contd — 5  — — gam ——— TU 




































Past three months Past 12 months pud -Past three years Past five years Volatility Return/ 
% Rank % Rank | ^ 9€ Rank % Rank Risk 
$ Ud co poor ^9 Cg 2 142 
Schroder Australian Share 17 4760 10 2 3 11.7 
| da cO MESE 90d Ug 2 12.8 
Indosuez Tasman 12 47.33 12 
| Wardley GSF Sou 19 : 3 109 : 
Five Arrows Aus 20 1 8.5 
Aetna IUF Australian Eq Mas scat | | URN CH ee 
Sector Average (total number) 12.22 (26) 46.09 (26) 54.10 (20) 26.70 (16) — — 
North America Equities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
% Rank % Rank % Rank % Rank Risk 
JTSBOIFPanAmencan ^ oe 4 728. 
LO Equiflex. c North American — 4 18.5 
5 3 34.7 
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..,Ermitage FS Pers 


Sector Average (total number) 2.93 (96) 12.72 (92) 69.65 (78) 98.11 (57) 

. US Equities 
Past three months Past 12 months Past three years Past five years 
% Rank % Rank % Rank % Rank 


Citifunds vein Technolgies 


8ázlB8s5o-S-lo 


^. JF American Growth 
Sector Average (total number) 2.89 (53) 13.82 (51) 70.80 (42) 123.28 (27) 
+. Canada Equities 
a Past three months Past 12 months Past three years Past five years 
96 Rank % Rank % Rank % Rank 
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Europe Equities 
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Past three months Past 12 months Past three years Past five years Volatility. Return” " : 


% Rank % Rank % Rank % Rank Risk. 












< Prov Cap European Stockmarket = ^ 1554 1 ' 7820 
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Sector Average (total number) 492 (111) 29.79 (105) 20.05 


Britain Equities d 
: Past three months Past 12 months Past three years Past five years ^^. V 
% Rank % Rank 96 Rank % Rank. 
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cain GF us Growth 


Sector Aveinga (total number) 3.88 (77) 26.02 (69) 24.90 (61) 33.92 (40) xm — 


international Bonds 
Past three months Past 12 months Past three years Past five years Volatility 
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. Sector Average (total number) 1.08 (157) 19.6 (147) 28.77 (112) 53.2 (80) — — 
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Managed Currencies 


























dE Return == M MÀ 
Past three months Past 12 months Past three years Past five years Volatility Return! 
% Rank % Rank % Rank % Rank Risk 

: ry Lf Stig Managed ^ 60 $2630 ; 4 SS 

North Star Intl Curr SEK a 
"Guinness Fi GSF Mngd Currency 476: 

Guinness FI IF Mgd pei m 
| Finistere Mgd Currency Life, 


Royal Life/Guin Fit IFMCF USD. 
AXA Egty&Law ILA Mgd Currency 










Fi Managed Currency l - 240 6 
_ CIBC-CEF Managed Currency oeo o 
AIB Grofund Sterling Mgd Curr 


Sector Average (total number) -0.83 (73) 3.39 (69) 12.2 (60) 33.91 (48) 


Commodities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 


96 Rank % Rank % Rank % Rank Risk 


4 
3 2t 





Sector Average (total number) 18.61 (21) 64.39 (20) 59.08 (20) 53.5 (17) 


Derivatives 
Past three months Past 12 months Past three years Past five years Volatility Return/ 


% Rank % Rank % Rank % Rank Risk 
aS MF ovans dq qu 


Orbis Leveraged Equity 


Buchanan Global - GBP 








Sector Average (total number) -1.99 (119) 8.8 (104) 23.69 (47) 90.33 (25) 


Note: Performance up to December 20, 1993. All returns calculated in US dollars. Funds marked in bold are authorised by the 
Securities & Futures Commission. Data supplied by Micropal. 
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ays International Fund Managers Ltd. 
el. 16 we Pacific Place 





Fa X 5255128 

Baring International Fund Managers Ltd.. 
1901 Edinburgh Tower : 
15 Queen's Road, Central 
v Tek: 841-1411 

Fax: 526-7129 


BT Fund Managers Ltd. 
36/F, Two Pacific Place 
88 Queensway 
Tel: 533-8000 
Fax: 801-5690 


Capital House Investment Management 
|. (Asia) Ltd. 
Room 1605-6, Wheelock House 
.. 20 Pedder Street 
Tel: 847-0847 
Fax: 868-4461 


: CEF Investment Management Ltd. 
» 16/F, China Building 
1:29 Queen's Road, Central 
. Tel: 846-3688 
, Fax: 840-0634 
; itibank Global Asset Management (Asia) 
` Ltd 


: 44/F, Citibank Tower 

:; Citibank Plaza 
3.Garden Road 

“Tel: 868-6666 
Fax: 810-5959 
Citibank 

» 45/F, Citibank Plaza 
Citibank Tower 

3. Garden. Road 

Tel: 868-8683 

Fax: 521-7596 


Clerical Medical International 

Suites 1601-3, Nine Queen's Road, Central 
Tel: 845-6622 

Fax: 845-5902 


Connaught Investments Ltd. 
17/F, One Pacific Place 

88 Queensway 

Tel: 869-0955 

Fax: 801-7459 


Credit Lyonnais International Asset 
Management (HK) Ltd. 

6/F, Three Exchange Square 

8 Connaught Place 

Tel: 846-7555 

Fax: 868-4742 


Daiwa International Capital Management 
(HK) Ltd. 

Level 25, One Pacific Place 

88 Queensway 

Tel: 523-7032 

Fax: 840-0627 


Dao Heng Fund Management Ltd. 
33/F, Wu Chung House 
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213 Queen's Road East 
Tel: 831-7856 
Fax: 891-3370 


ee Investments Management (HK) Ltd. 
16/F, Citibank Tower 

3 Garden Road 

Tel: 848-1700 


` Fax: 845-2608 
"Global Asset Management (HK) Ltd. 


1801 Two Exchange Square 
Tel: 525-0015 


! Fax: 868-1432 


GT Management (Asia) Ltd. 
17/F, Three Exchange Square 


8 Connaught Place 


Tel: 842-7200 
Fax: 868-5863 


Hambro Pacific Fund Management Ltd. 
2110 Jardine House 

1 Connaught Place 

Tel: 525-4535 

Fax: 810-1554 


Indosuez Asia Investment Services. Ltd. 
Suite 2606-2608, One Exchange Square 
Tel: 521-4231 

Fax: 868-1447 


Invesco Asia Ltd. 

2001 Two Exchange Square 
8 Connaught Place 

Tel: 868-3208 

Fax: 868-5445 


_. Jardine Fleming Unit Trusts Ltd. 
. 42/F, Jardine House ` 
` 1 Connaught Place 


Tel: 843-8888 
Fax: 877-2174 


Kleinwort Benson (HK) Ltd. 
5/F, Jardine House 

1 Connaught Place 

Tel; 521-5331 

Fax: 845-9003 


Lippo Asia Investment Management (HK) 
Ltd. 

24/F, Lippo Tower 

Lippo Centre 

89 Queensway 

Tel: 867-6888 

Fax: 596-0388 


Lloyd George Investment Management 
(Bermuda) Ltd. 

Suite 3408, One Exchange Square 

Tel: 845-4433 

Fax: 845-3911 


Mansion House Investment Management 
Services Ltd. 

37/F, Bank of China Tower 

1 Garden Road 

Tel: 843-1431 

Fax: 845-9036 


Matheson PFC Ltd. 
29/F, Hennessy Centre 
500 Hennessy Road 
Tel: 890-8448 

Fax: 890-2524 


National Mutual Fund Management Co. 
23/F, National Mutual Centre 
151 Gloucester Road 
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Royal Bank of Canada Trust Co. (Asia) Ltd. 
















Tel: 519-1155 
Fax: 598-7204 


Nomura Trust (Cayman) Ltd. 
Hong Kong Branch Office 
46/F, Far East Finance Centre 
16 Harcourt Road 

Tel: 520-1811 

Fax: 529-5004 


Panurgy Ltd. 
Room 302, Tung Sun Commercial Centre - 
194-200 Lockhart Road . 
Tel: 511-4060 
Fax: 519-7536 


Peregrine Asset Management ( eno Ltd. 
22/F, New World Tower 
16-18 Queen's Road, Central 
Tel: 825-1919 

Fax: 845-0089 


Prudential Assurance Co. 
18/F, Bank of East Asia Building 
10 Des Voeux Road ee 

Tel: 525-2367 
Fax: 810-4903 


Regent Fund Management Ltd, 
904-906 Asia Pacific Finance Tower: 
3 Garden Road 
Tel: 514-6111 
Fax: 810-6346 


Rothschild Asset Management (HK) Ltd. 
16/F, Alexandra House 

Tel: 525-5333 

Fax: 868-1796 


22/F, Gloucester Tower 
The Landmark 

Tel: 820-5111 

Fax: 877-0059 


Schroders Asia Ltd. 

25/F, Two Exchange Square 
8 Connaught Place 

Tel: 521-1633 

Fax: 868-1023 


SHK Unit Trust Managers Ltd. 
4/F, Tower II 

Admiralty Centre 

18 Harcourt Road 

Tel: 822-5678 

Fax: 822-5664 


Sun Sun Chan Financial Management Ltd. 
3/F, Admiralty Centre. © ; 
Tel: 822-5679 

Fax: 822-5629 


Thornton Management (Asia) Ltd. 
25/F, Jardine House 

1 Connaught Place 

Tel: 826-8888 

Fax: 877-2533 


Wardley Int'] Management Ltd. 
12/F, Bank of America Tower 
12 Harcourt Road 

Tel: 847-9090 

Fax? 566-2361 


Worldsec Asset Managerment Limited 
2602 Bank of America Tower 
12 Harcourt Road 

Tel: 867-7288 

Fax: 526-5311 











South Korea's three biggest brewers are girding for war in the beer and spirits markets. 





INDUSTRY 


BUSINESS | 


Clash of Spirits 


South Korea’s liquor industry is headed for a shoot-out as 
regulation gives way to competition. Naturally, the players have 
different ideas about who will win. 





By Ed Paisley in Seoul 
F or a man who keeps pet crocodiles in 





his office to "liven up the atmos- 
phere,” Chang Jin Ho, chairman of 
the Jinro Group, has shown remarkable re- 
straint towards his competitors. Jinro (pro- 
nounced Jillo) is South Korea's leading 
maker of soju, a local firewater with the 
kick of grain alcohol. It commands roughly 
half the market, selling 2.5 million bottles a 
day. To hear Chang tell it, though, locals 
would buy much more had Jinro not re- 
frained from distributing outside Seoul "in 
order to protect regional soju-makers." 
According to Chang, Jinro could have 
cleaned up after the government ended re- 
strictions on regional distribution of sojti in 
March. It didn’t attempt to partly because 
— as often happens in South Korea — lib- 
eralisation was accompanied by informal 
government guidance that frowned on 
overt competition. 


Now, however, Jinro has gone on the 
offensive, marketing its premium soju 
nationwide. The move is a response to 
rivals’ plans to start selling soju — plans 
sparked, in turn, by Jinro’s intention to 
muscle into another drinks market: beer. 
Chang hopes to capture 20% of the beer 
business by 1996, challenging the duopoly 
of Oriental Brewery and Chosun Brewery. 
As a result of the tit-for-tat tussle, the car- 
tels in the soju, beer and spirits markets are 
unravelling, and the industry faces a battle 
that may bruise all three protagonists. 

Jinro is attacking the beer market in a 
Won 30 billion (US$37 million) venture 
with Coors Brewing, America’s third- 
largest brewer. Jinro Coors Brewing will 
open the taps in April to challenge Orien- 
tal and Chosun. The pair hold virtually 
100% of the Won 2 trillion market — but 
Chang plans to change that. “Who will suf- 
fer?” he asks. “Maybe both of them.” 

Neither consumers nor producers are 
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likely to gain from the slugfest, however. 
That's because the government still caps 
retail prices, forces distillers to buy high- 
priced local raw materials, and levies taxes 
of 50-150% on their products. The rules 
leave little room for price rises, which must 
be negotiated with the government. Thus, 
the only way to compete is to expand pro- 
duction capacity and grab market share. 
The winner may be the company that is 
financially strongest (or in this case, the 
least indebted; that points to Oriental). 

Chang's rivals don't seem fazed by the 
looming battle. “From now on there will 
be real and severe competition for Jinro,” 
says Kim Ki Hyung, head of sales at Orien- 
tal Brewery. 

Part of the Doosan Group, Oriental 
holds 66% of the beer market. Given this 
commanding position, and Doosan’s re- 
sources, Kim expresses confidence that 
Oriental can run Jinro out of business. 
Oriental is already boosting sales of its 
Budweiser beer (made under licence from 
the U.S. brewer), in a pre-emptive strike at 
Jinro Coors. Kim says it also plans to open 
a soju factory in Seoul to challenge Jinro on 
its home turf. 
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Chosun is responding in similar 
fashion. Marketing director Lee 
Koon Sung says it will also enter the 
soju business in 1994, and expand 
its marketing of Carlsberg beer, pro- 
duced under licence from the Dan- 
ish company. 

The coming battle, and especially 
capacity expansion, could take its 
toll on all three brewers. "Because 
of rising financial expenses and de- 
preciation charges, they will all suf- 
fer setbacks in net profit," says Lee 
Woo Sung of First Securities. He 
believes earnings will eventually im- 
prove as beer consumption rises and 
raw-materials costs drop — the re- 
sult of Uruguay Round liberal- 
isations — but those benefits are several 
years away. 

Other analysts say Doosan will force 
Jinro to spend vats of cash marketing its 
new beer and defending its soju turf. For 
its part, Jinro is expected to steal 1096 of the 
beer market from Oriental and Chosun by 
1996. The analysts say Jinro's foray into 
soju markets outside Seoul will devastate 
its 10 smaller regional competitors. Chosun 
will hang on, they add, but of the three 
brewers, it will suffer the sharpest decline 
in net profit. 

Given South Korean drinking habits, 
the three companies should be rolling in 
profits. Per capita, Koreans consume 6.7 li- 
tres of spirits each year, well ahead of their 
nearest competitors, the Taiwanese and 
Japanese, who drink a mere three litres. In 
the beer stakes, Koreans annually consume 
32 litres a head, against 54 for the Japanese 
and 40 for the Taiwanese. 

Koreans place third in beer-drinking, 
however, only because of a resurgence in 
the popularity of soju. Consumption of the 
local drink rose 5.2% in 1992 and a year- 
on-year 3.3% in the first nine months of 
1993. Beer consumption declined 8% and 
1.3%, respectively, in those two periods. 

“Soju is the major contributor to Korean 
drunkenness," says brokerage house 
Kleinwort Benson in a recent report. ^Soju 
sales," it adds, "represent three times the 
alcohol consumed in beer." 

Choi Hae Young of Hyundai Se- 
curities says "soju demand moves in 
opposition to the economy," which 
languished in 1992-93. Beer con- 
sumption, however, is expected to 
take off over the next two years as 
the economy recovers. First Securi- 
ties reckons beer consumption will 
grow by 5% in 1994 and 10% in 1995. 

Yet in South Korea, rising sales 
don't necessarily mean rising prof- 
its. Regulations make profits difficult 
to turn. The government, for exam- 
ple, requires distillers to purchase 
domestically the raw materials for 
beer (barley) and soju (rice, barley 
and sweet potatoes) — at roughly 
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Jinro chief Chang thinks his rivals will suffer. Right: the 
kind of competition Jinro will face. 


three times the world price for barley and 
five times that for rice. The price of the 
finished product is also controlled, through 
"administrative guidance" in the case of 
beer and directly in the case of soju. The 
government grants annual price rises of 3- 
6% for both, just enough to keep the com- 
panies going, but barely enough to cover 
rising labour and production costs. 

And that's not to mention interest ex- 
penses, perhaps the key to success or fail- 
ure in the coming battle. All three com- 
panies will probably have to shoulder 
higher interest costs over the next three 
years to fund their capacity expansions. 

Jinro Coors plans to add 210,000 kilo- 
litres next year to South Korea's total beer 
capacity of 2.2 trillion kilolitres, and an- 
other 210,000 kilolitres by 1996. Not to be 
outdone, Oriental and Chosun plan to ex- 
pand by 200,000 kilolitres and 120,000 kilo- 
litres, respectively, beginning in 1996, 
spending a combined Won 270 billion in 
the process. 

In terms of debt service, Jinro Ltd., Jinro 
Group's soju-maker and main money- 
spinner, is the worst off. Interest payments 
ate up nearly a quarter of its Won 217 bil- 
lion in net sales in the year to September 
30, 1992, and rose to 28% in the first half of 
fiscal 1992-93. (Net sales exclude liquor- 
and education-tax revenues, which the 
companies collect and are allowed to re- 
tain for most of the year.) The largest chunk 


Packing a Punch 


South Korea's Won 3.3 trillion alcoholic-drinks market 


: Soju 21 Whisky 8 





Choengju 4 
Others 2 


Source: First Securities 
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of its current liabilities are expen- 
sive short-term borrowings (Won 
129.5 billion), which explains why 
the average interest paid on its bor- 
rowings was a hefty 17.1%. Jinro 
Group, meanwhile, has debts 
amounting to five times its equity. 

“Jinro’s financial situation will 
continue to deteriorate, day after 
day, year after year,” claims Orien- 
tal’s Kim, citing his own company’s 
expansion plans. 

Chosun, which with a 34% share 
is the beer market's smallest player, 
is in slightly better shape in the 
short term. Interest payments were 
only 17% of 1992 net sales, Won 194 
billion. But First Securities says 
Chosun’s average borrowing rate, 12.25%, 
is unlikely to fall, given “a huge net in- 
crease in borrowing between the second 
half of 1992 and the first half of 1993.” Its 
expansion plans could boost interest ex- 
penses, beginning in 1995. Chosun’s debt 
comes to more than eight times equity. 

Financially, Oriental Brewery is perhaps 
the best-positioned of the three. Interest 
payments ate up only 10% of its Won 460 
billion in 1992 net sales, and total debt, says 
sales chief Kim, is “only” 3.6 times equity. 
Short-term borrowings represent only a 
quarter of its liabilities (Won 404.8 billion), 
while its borrowing costs average 14.6%. 

Both Oriental and Chosun think they 
can survive the entry of Jinro Coors, point- 
ing to aggressive marketing campaigns 
planned for the next two years. Chosun, 
meanwhile, is becoming a diversified wine 
and spirits manufacturer, hoping to chal- 
lenge Jinro and Doosan. 

“We will build on the popularity of our 
Hite beer in all other segments of the mar- 
ket,” says Chosun’s Lee, referring to its lat- 
est product. The company is seeking a 
Western partner to enter the domestic mar- 
ket for Western spirits. Doosan already 
produces scotch, whisky and vodka under 
licence from Seagram’s of Canada. Jinro’s 
VIP whisky uses bulk scotch supplied by 
Britain’s United Distillers. 

Jinro is the weakest of the three in terms 
of marketing skills, say analysts, even 
though it commands a powerful dis- 
tribution network in Seoul. Gone are 
the days when goons from Jinro and 
other soju-makers brawled in 
Seoul’s drinking districts “market- 
ing” their respective sojus. (The 
clashes are what prompted the mar- 
ket-share regulations rescinded in 
March.) 

Competition is more genteel 
these days, relying on money over 
muscle. “Many wholesalers and re- 
* tailers will get newly painted 

storefronts" courtesy of the three 

liquor-makers, predicts Adrian 

Cowell of Kleinwort Benson. But the 

three companies in turn will de- 
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CROWNE PLAZA 
TAIPEI 


provides 
executive 
travellers 


with 


sustenance 


As one of Asia's leading hotels, 
Rebar Holiday Inn Crowne 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 


FarEastern Economic 






Rebar Holiday Inn Crowne 

Plaza Hotel, 32 Nanking E. Road, 

Sec. 3, Taipei, Taiwan, R.O.C. 
Tel: (886-2)763-5656 

Fax: (886-2)767-9347, 756-0765 
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| mand prominent shelf space for all of their 


alcoholic products. 
Oriental and Chosun could initially | 


| come out worse for wear in this clash, say | 


analysts, because local regulations forbid | 
them to advertise soju on TV or radio. 
Jinro, however, is free to tout its new Coors 
beer. "We are worried about the marketing 
prowess of Coors," concedes Kim of Ori- 
ental. 

Maybe he needn't be. Industry sources 


| say Jinro is insisting that its poorly run 
| marketing affiliate, Saegreen Communica- 


tions, handle Jinro Coors' advertising cam- 
paign. In November, United Distillers 
ended a whisky tie-up with Jinro because 
of Saegreen's failure to market successfully 


| the venture's VIP whisky, and the joint 


| venture's failure to distribute VIP or | 


| United Distillers’ imported products. 





United Distillers dominates Asia's 
scotch market, but in South Korea it has 
watched its Dewar's and Johnnie Walker 
scotches recede to the back shelves. In the 


first nine months of 1993, OB Seagram's | 
| Passport Scotch boosted its market share 


to 80% from 65%, while Jinro’s VIP brand 
slipped to 20% from 35%. United Distillers 


| still supplies bulk scotch to Jinro, but has 


set up a 100%-owned local subsidiary to 
distribute its imported brands. 

Mis-steps are evident elsewhere in the 
Jinro empire. After ousting his uncle from 


| the top job in 1985, Chairman Chang 
| plunged Jinro into mass merchandising, 


transport, telecommunications, pharma- 
ceuticals, construction and amusement 
parks. These businesses accounted for 
67.3% of the group's US$2.3 billion turn- 
over in 1993, say company executives, but 
analysts say soju sales still account for 90% 
of net profit. 


Not surprisingly, Chang sees his strat- | J 


| egy differently. “Advanced technology is a 


| high-risk business that requires investing a | 


| great amount," he argues. "Our profitable 


food-and-beverage business will bring in 
the cash flow necessary to complete our 
business diversification plans." 


Chang has sold or merged several un- | 


profitable affiliates in the past year. Now, 
he plans to enter yet another line of busi- 


ness: property development. Jinro com- | 


panies plan to develop Jinro Town, a resi- 
dential and retail complex in Seoul, by 
1997. Property prices in the area have de- 
clined by roughly 20% since early 1992. But 


pointing to a model of Jinro Town, next to | 
his crocodile tank, Chang says the area, in | 


the last undeveloped part of Seoul south of 
the Han River, is a sure bet. 

As for the reptiles in his office, Chang 
says he first considered birds but decided 
they would be too noisy, then pondered 
turtles, which seemed too passive. He 


finally settled on crocodiles. Chang's rivals, | 


meanwhile, hope his reptilian appetite for 
new ventures will blunt his attack on their 


beer business. W 
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Stuck at 
the Bottom 


| Despite Vietnam's reforms, 
many still live in poverty 





By Murray Hiebert in Quang Thach Village, - 
Thanh Hoa province 


| omen in Quang Thach village ar are 
W drying their rice harvest while 
water buffalo munch on large 
mounds of straw and children frolic by a 
small river. But these pastoral scenes along 
the densely populated coast of northern 
Vietnam do little to help Luong Xuan 
| Hoang forget that he isn’t among those 
benefiting from Vietnam’s economic re- 
forms. 

During the October harvest, Hoang’s 
360-square-metre plot produced only 100 
kilograms of rice, far short of the amount 
| needed to feed his wife and two children 
for three months. Hoang, 42, can’t plant a 
second crop because Quang Thach lies at 











Still waiting for the fruit of reform. 


the end of an irrigation system, which 
means water is rarely available. The village 
| doesn’t have any electricity either, making 
| it useless to build a pumping station to 
| help the flow of water. 
| To supplement their income, Hoang 
| and his wife raise vegetables and take on 
day jobs with neighbours that earn them 
| Dong 30,000-40,000 (US$2.77-3.70) a month. 
| This is enough to provide the couple and 
their two children with two meals of rice 
| and vegetables a day. The family rarely has 
meat. 
| . Surveys by a foreign-relief agency in 
neighbouring villages have found that 36% 
of the children under the age of three suf- 
fer from malnutrition, and Hoang fears his 
children are malnourished, too. Two or 
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three times a week, his eldest son — a 12- 
year-old who was forced to drop out of 
school after the third grade because the 
family couldn't afford monthly school fees 
of Dong 5,000-6,000 — catches small fish in 
a nearby stream to supplement their diet. 
Hoang can barely pay for the schooling of 
his six-year-old son. 

Recently, Hoang took out a Dong 
400,000 loan to buy two female pigs, but 
they both died before delivering valuable 
offspring. Worse still, a typhoon in June 
destroyed the family's house. The cold 
winds and drizzling rain of winter will 
arrive any day, but Hoang has erected only 
a crude wooden frame with a thatch roof 
to shelter his family. He doesn't have 
enough money to add walls. 

“Our lives haven't improved much 
under renovation," Hoang says of the gov- 
ernment's drive from a centrally planned 
economy to a free-market one that began 
in 1986. “I’m always looking for a better 
life,” says Hoang, who served in the North 
Vietnamese army for five years during the 
war with the United States. "But I can't 
fulfil my desire. Sometimes, I feel very frus- 
trated." 

Ho Chi Minh City, Hanoi and areas of 
the Mekong delta may be thriving, but 
Hoang and millions of other peasants are 
mired in poverty. For them, imported 
motorcycles, the country's housing-con- 
struction boom, new restaurants and giant 
billboards of the cities are a world away. 

“Just because Vietnam has become a 
major rice exporter doesn't mean the life of 
peasants has improved much," a foreign- 
aid official in Hanoi observes. "The gap 
between the poor and the rich is getting 
wider. To reverse that trend, the govern- 
ment can't only pay attention to 20% of the 
population in the cities and to industrial 
development. This will cause the rural 
poor to migrate to the cities to find work at 
a speed that isn't sustainable." 

Although no comprehensive surveys 
have analysed income distribution in Viet- 
nam, most observers agree that inequality 
has increased sharply since 1986. The gov- 
ernment is carrying out a 4,800-household 
survey that should provide a detailed in- 
come profile when completed in mid-1994. 

Preliminary results indicate that nine- 
tenths of Vietnam's poorest live in the 
countryside, while two-thirds of the 
wealthiest live in cities. They also show 
that average per capita spending in urban 
areas is 60% higher than in rural areas. 

“The growing gap is dangerous for 
Vietnam’s political stability,” warns a 
sociologist researching the impact of the 
reforms. So far, though, the country’s peas- 
ants, many of whom supported the Com- 
munist Party's struggle for power because 
it promised to create an egalitarian society, 
haven't mounted any serious protests. 

But frustration occasionally surfaces. 
“Some provincial officials wanted to know 
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when they’d get their pot of gold,” a gov- 
ernment official said after a recent meeting 
of northern provincial leaders in Hanoi. 

“We're frustrated that so much invest- 
ment goes to the cities,” complains Bui Thi 
Buon, deputy director of the Agricultural 
Committee in Thanh Hoa province where 
Hoang’s village is located. “We only ask 
the government to be fair,” says Buon, a 
member of the Muong minority group. 

A study by the General Statistics Office 
in 1992 also suggests wide regional dispar- 
ity. It found the per-capita income in Ho 
Chi Minh City and its surrounding prov- 
inces is 2.7 times higher than the national 
average. This area is followed by Hanoi 
and the Mekong delta, which have an in- 


Rich and Poor 


GDP per capita in Dong 
(By province) 


Below 350,000 

E 350,000-450,000 
E 450,000-750,000 
[9] Over 1.1 million ` 


come of 116-126% above the nation’s aver- 
age. 

$ The study found that per capita income 
in the Red River delta in the north is only 
half that of the Mekong delta in the south. 
But the poorest regions are the central 
highlands; the northern mountains, where 
most minorities live; and the northern 
coast. People in these three areas earn less 
than half the national average. 

Hanoi's decision in 1988 to abandon 
agricultural cooperatives in favour of fam- 
ily farms has caused overall agricultural 
output to surge. It has also turned Vietnam 
into the world's third-largest rice exporter. 

But for many peasant households that 
don't have enough capital, land, business 
know-how or labour to rise above subsist- 
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ence farming, life has become more diffi- 
cult. And the government has few welfare 
measures in place to cushion the fall of 
those who can't compete. Their access to 
cheap fertiliser has been cut off since farm 
cooperatives collapsed, and they have no 
collateral to get loans. 

Twenty-five percent of Vietnam's 58 
million farmers are desperately poor, with 
a monthly per capita income of less than 
Dong 30,000, according to a survey by the 
Ministry of Agriculture. Only 20% are rela- 
tively rich, with a monthly per capita in- 
come above Dong 83,000. 

Research in urban areas has revealed a 
similar gap between haves and the have- 
nots. A survey of 800 Hanoi families by the 
Institute of Sociology found that only 
34.9% had per capita monthly income of 
more than Dong 150,000, while 15.996 
earned less than Dong 60,000. Many of the 
city's poor are employed by faltering state- 
owned factories or are retired or elderly. 
Most haven't completed secondary school. 

Many of Hanoi's wealthiest residents, 
however, are employed by state-owned 
trading or service companies or by the 
Commerce or Foreign Affairs ministries. 
"Most of the rich work for the govern- 
ment," one of the study's researchers 
points out. "With power and access to the 
market, you can change your life. Without 
them, you can't get rich." 

The study found that 34% of the re- 
spondents said their life had become much 
better under the government's economic 
reforms, 21% thought it was slightly better, 
one-fifth claimed it had remained the same 
and one in four said life had become more 
difficult. Some 95% of the wealthy re- 
spondents believed the growing income 
gap was inevitable, but only 56% of the 
poor felt this way. 

Vietnam's unevenly rising wealth is 
spawning social problems. In the past five 
years Vietnam has experienced sharp in- 
creases in teenage marriages, juvenile de- 
linquency, child prostitution as well as 
homelessness and drug addiction among 
children. “Education in the family has de- 
teriorated because many parents are too 
busy trying to get rich," says Le Thi Nham 
Tuyet, a Hanoi sociologist. 

Also, animosity towards the poor is 
building among the country's new wealthy 
class. “An important portion of society re- 
gard the poor indifferently, and sometimes 
the poor are regarded [with] contempt," 
two Labour Ministry researchers warned 
in a report prepared for a recent confer- 
ence in Hanoi on how to alleviate poverty. 

In Quang Thach village, Hoang insists 
that he is only “a little" upset that many 
people are getting richer while he lan- 
guighes in poverty. 

“I hope the lives of my children will be 
different from my life,” Hoang says. “I 
want their futures to be the same as those 
of rich families’ children.” Bi 
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Survival of the Fit 


Mitsubishi Heavy beats the odds of ageing industry 





By Jonathan Friedland in Tokyo 
| t's known in Japan as the “Ministry of 





Machinery." Like some Soviet industrial 

behemoth of yesteryear, Mitsubishi 
Heavy Industries (MHI) makes everything 
from air-conditioners to ammonia convert- 
ers, fighter planes to forklifts and ice-cream 
servers to supertankers. What's more, it 
makes a profit — and a surprisingly good 
one, given Japan's recession. 

The story of 107-year-old Mitsubishi 
Heavy says a great deal about the adapt- 
ability of mammoth Japanese companies at 
a time when many analysts believe they 
face a less-than-glorious future. Despite the 
fact that its largest business, shipbuilding, 
collapsed during the 1970s, and that its 
cost-competitiveness in virtually every 
other area has been badly eroded since, 
MHI has managed over the last decade to 
boost parent sales by a third, and raise pre- 
tax profit almost six-fold. 

And it has done so with a minimum of 
human suffering. While its labour force has 
been almost halved from a peak of 78,000 
two decades ago, few have been sacked. 
Shipbuilding, which provided 38% of MHI's 
revenue in the mid-1970s, now produces 
less than 10%. 

Nor has it shrunk from investing in 
product changes when times demanded. 
When container ships went out of fashion, 
MHI plunged directly into machine tools. 
When they slumped, it was on to air-con- 
ditioners, mechanical parking garages, gi- 
ant retractable roofs and Patriot missiles. It 
bought time during the most wretched part 
of the 1970s by spinning its car unit into a 
separate company, Mitsubishi Motors. 

Unlike General Electric of the United 
States — which it once closely resembled 
— diversification for MHI hasn't meant for- 
ays into television or finance. Instead, it has 
leveraged its engineering skills to make 
machines demanded by the times. 

“Mitsubishi Heavy hasn't had a lot of 
screwy turns or changes," says George 
Butterfield, president of Westinghouse 
Energy Systems, Japan. "Ten years ago you 
might have accused them of being unim- 
aginative. Today you can't knock them." 

MHI President Kentaro Aikawa, a com- 
pact 67-year-old who builds model trains 
in his spare time, says MHI’s strength has 
been its single-mindedness. "Basically, the 
company continues to do today predsely 
what it did at the outset,” he explains. 
^Any changes that take place will be 
gradual and continuing, with technology 
based on earlier accumulations." 
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Much of that technology it garnered in 
the post-war era in licensing arrangements 
with U.S. companies. MHI was renowned 
prior to the 1945 armistice for its home- 
grown technology, particularly the Zero 
fighter planes and battleships that were the 
backbone of the Imperial forces. 

After the war, the Allied Command dis- 
mantled MHI, which thus missed out on 
key developments in jet-engine and power- 
turbine technologies during the late-1940s 
and 1950s. As late as the 1980s, MHI was 
obliged to rely on assistance from U.S. 


pany is enhancing the technical skills of 
such subcontractors as Indonesia's state- 
owned shipbuilder, PAL. But, says Aikawa, 
^we aren't in the business of selling our 
know-how. We have to make sure that our 
workers here have enough work." 

Single-mindedness is not the only fac- 
tor in MHI's success. Another is internal 
competition. With Y2.5 trillion (US$23 bil- 
lion) in annual sales, the company consists 
of 14 separate machinery works. The larg- 
est concentration of its 46,000 workers is in 
Kobe, Nagoya and Nagasaki. 

Senior management, based in Tokyo, 
routinely pit one works against another to 
bid for contracts. Six MHI factories recently 
competed for a 50,000-kilowatt turbine ex- 
port order, awarded to the unit projecting 
the biggest net profit calculated at Y100 to 
the dollar, long before the yen actually 
strengthened to that level. 





[ " 





RES FEN : 
Container ship being built by Mitsubishi. 


companies such as Boeing, Combustion 
Engineering, Rockwell, Pratt & Whitney 
and Westinghouse. 

Over the last decade, however, MHI "has 
exceeded the skills of our teachers," says 
Aikawa. "In many cases, we are now more 
competitive than they are." Buttressed by a 
strong Japanese order book during the late- 
1980s — 75% of its sales remain domestic 
— MHI has become a teacher itself. 

It now cross-licenses technology with 
Westinghouse and Combustion Engineer- 
ing. In Asia, MH/'s largest market, the com- 
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“Although MHI stands as a cohe- 
sive entity externally, they are very 
competitive internally,” says Tara 
Mass, a senior analyst at Jardine 
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Aikawa: single-mindedness. 


Fleming in Tokyo. Adds Hideo 
Hirotsu, MHI's executive vice-presi- 
dent: “When there is a large made- 
to-order project, each plant com- 
petes with one another. If they can- 
not win internally, they will have 
no hope of winning on the outside." 

Made-to-order products, which run the 
gamut from nuclear power plants and 
giant desalinisation facilities to luxury 
ocean liners and fuselages for Boeing 7475, 
account for 75% of MHI's sales. But mass- 
produced items, such as air-conditioners 
and machine tools, are gradually taking a 
bigger piece of the pie. 

The increased emphasis on assembly- 
line goods, which offer a consistent and 
sometimes higher profit margin than 
made-to-order products, is aimed partly at 
buffering MHI during recessions. (Fierce 
competition can render made-to-order 
products barely profitable.) "Our product 
mix is a strength, relatively speaking, be- 
cause we aren't so vulnerable to business 
JANUARY 
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cycles," says Hirotsu. 
So too is MHI's position in the 
Mitsubishi family of companies. Un- 


and Kawasaki Heavy Industries, 
MHI can depend on a vast group ; 
trading network both to help it find 
orders and to source materials, says 
Bruce Roscoe, vice-president at 
Goldman Sachs in Tokyo. 

This has made a critical differ- 
ence as the yen has soared against 
the U.S. dollar. MHI has been quicker 
than its competitors to buy steel 
sheet from China, semi-conductors 
from Japanese firms in Singapore 
and hatch covers from South Korea. 

It has also moved to shift manu- 
facturing of mass-produced goods 
offshore. In September, MHI will 
open a ¥2.3 billion joint venture with 
Quindao Haier Group to make air- 
conditioners in China. It is already 
making machine tools in Taiwan 
and forklifts in Ohio. 

Diverse product lines and an em- 
phasis on cost-savings allow MHI to 
plough ahead even as competitors 
falter. So do its enormous economies of 
scale: MHI is Japan's largest shipbuilder, 
aerospace contractor, maker of printing 
presses and air-pollution control equip- 
ment, and nuclear-plant assembler. 

Take machine tools. Japan's premier 
company in that field, Mori Seiki, has been 
forced to cut production by more than 30% 
to weather the country's current economic 
downturn. MHI, by contrast, has cut its 
machine-tool output by only 14% and is 


Boat People 


The shipyards of Mitsubishi Heavy In- 
dustries have been both a curse and a 
blessing to Nagasaki. A curse because 
they were the target of the atomic bomb- 
ing that devastated the city in 1945. A 
blessing because MHI has done just about 
everything to maintain the city's eco- 
nomic lease on life despite the eclipse of 
Japan's shipbuilding industry. 

To be sure, MHI has cut its Nagasaki 
staff over the years to the current 15,000, 
but it has done so only gradually and 
through attrition. At the same time, the 
company has increased the product 
range of the Nagasaki works to include 
turbines and boilers for power plants, 
desalination facilities and tyre-making 
machines. It also worked to improve the 
competitiveness of its shipbuilding facili- 
ties. 

It is the latter which puts the impact 
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using the occasion to grab market share. 
Managing Director Yoshihisa Tsuda ad- 
mits, though, that MHI’s industrial-machin- 
ery division is currently unprofitable. 

“MHI perseveres with strategic busi- 
nesses regardless of the return on equity or 
assets,” points out James Abegglen, chair- 
man of Gemini Consulting’s Tokyo office. 
“They are prepared to make investments 
to secure their future, regardless of what it 
does to current profits.” 


of the current domestic recession and the 
accompanying rise of the yen into per- 
spective. MHI has maintained its position 
as Japan's top shipbuilder and has hung 
on to the world No. 3 slot — after 
Hyundai and Daewoo of South Korea — 
despite far worse travails. During the 
mid-1970s, a glut of vessels sparked a 
five-year collapse in orders, while in the 
late-1980s a soaring yen and another glut 
nearly finished the industry off. 

MHI has survived by automating steel- 
cutting and by radically altering the way 
it assembles ships. At the front end of 
the process, MHI engineers have cut to 10 
hours from 25-30 the time it takes to 
process one tonne of steel, says Manag- 
ing Director Yoshihisa Tsuda. MHI then 
takes the processed steel and fabricates 
discrete blocks for eventual assembly 
into a complete vessel. This has replaced 
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According to Aikawa, who is in 
the midst of an unprecedented and 
thus controversial third term as 
president, that future will increas- 
ingly hinge on MHI's gains in two 
areas: Asia and environmental engi- 
neering products. ^MHI produces all 
the goods that Asia needs for its 
modernisation," he explains. "We 
can be very useful in building pros- 
perity in the region." 

Analysts calculate that Asia ac- 
counted for roughly 40% of MHI's 
total exports in the fiscal year end- 
ing last March. Among the products 
sold: steam turbines to Hongkong 
Electric and Indonesia's state-owned 
power generating firm PLN, a con- 
tainer ship to Taiwan's Evergreen 
Lines, machine tools to Hyundai 
Motors of South Korea, and a 
desulphurisation plant to Thailand. 

Despite Asia's rapid growth, it 
hasn't been easy maintaining the 
pace of orders, admit MHI officials. 
U.S. and European firms are using 
the strong yen to press their advan- 
tage. MHI has responded by joining, 
rather than fighting, them. In the 
case of the PLN turbines, MHI teamed 
up with Siemens — not its usual partner, 
Mitsubishi Electric — to win the bid. 

MHI executives also have high hopes for 
environmental-engineering products. MHI 
has installed the world's largest waste- 
treatment plant in Singapore and sold 
smaller units to Macau and Taiwan. It 
claims to be the world leader in nitrogen 
scrubbers and is modifying its desul- 
phurisation technology to make it afford- 
able by Chinese customers. a 
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the traditional process of building a ship 
from the ground up in drydock. 

"They aren't shipyards any more, but 
factories," says Bruce Roscoe, a vice- 
president at Goldman Sachs. In the early 
1970s, he notes, it took 1 million man- 
hours to build a supertanker. MHI now 
completes the same-sized vessel in 
360,000 man-hours, while South Korean 
builders — who buy much of their 
equipment from MHI — average about 
600,000. 

This re-positioning has proved quite 
a boon to MHI — and to Nagasaki. Ana- 
lysts who once considered Japan's ship- 
building industry down for the count are 
having second thoughts. MHI completed 
27 ships in 1993, up four from the previ- 
ous year. In 1994, it will probably deliver 
19, but with an overall increase in ton- 
nage, On New Year's Day, MHI won a 
US$4)0 million order from Saudi Arabia 
to supply five supertankers. 

m Jonathan Friedland 
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Outward Bound 


A space odyssey ends for Mitsubishi Heavy 


n a freezing, windswept 

dawn in February, workers 

from Mitsubishi Heavy In- 
dustries will put the final touches 
to their most ambitious product 
yet. Then they will cross their fin- 
gers. If all goes well, the H-II, Ja- 
pan's newest orbital rocket and its 
first based entirely on indigenous 
technology, will lift off into space 
from a launch site at Tanegashima, 
an island off Kyushu, in southern 
Japan. 

By delivering its payload into 
orbit, the H-II will climax an odys- 
sey which has already claimed one 
life, a decade of work, and more 
than a little of MHr's self-esteem. 
^We have gone all out to make sure 
it succeeds," says Yutaka Hineno, 
MHI's aerospace chief. 

Hineno and other MHI executives envi- 
sion two H-IIs blasting off annually, even- 
tually with private-sector satellite pay- 
loads. For the time being, however, Japan's 
National Aeronautics and Space Develop- 
ment Agency (Nasda) is the only customer 
for the H-II, which at Y16 billion each is 
almost twice as expensive in dollar terms 
as the European Space Agency's Ariane 
rocket. Ariane currently dominates the pri- 
vate commercial-launch business. 

For MHI, however, profits aren't the 
only measure of success. What apparently 
matters more is that lessons learned in the 
development of the H-II can be applied by 
MHI to improving its other products. The 
H-II will be far lighter and a good deal 
smaller than other rockets capable of 
carrying an equivalent payload, signalling 
progress by MHI in the area of com- 
posite materials. The H-II engine, though 
highly unforgiving — it has blown up 
twice, killing an engineer in the process — 
is state-of-the-art in terms of fuel-effi- 
ciency. 

That's not to say that MHI or any other 
contractor will sustain a loss on the pro- 
gramme. Tokyo spent Y270 billion devel- 
oping the first H-II, says Nasda Executive 
Director Tomifumi Godai. Nasda has an 
ambitious scientific launch schedule for the 
next few years, virtually assuring that if 
the rocket flies in February, there will be 
plenty more H-IIs to come. Nasda's budget 
— though still only one fifth that of Argeri- 
ca's National Aeronautics and Space,Ad- 
ministration — has been growing slowly 
but surely to support the H-II. 

MHI is the biggest of what Tokyo-based 
management consultant James Abegglen 
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Mitsubishi has a lot riding on the H-II rocket. 


calls Japan's network of "industrial sub- 
contractors for American aerospace 
companies." Although it hasn't built an 
aircraft based on its own technology since 
the Zero fighter plane, making things that 
fly — rockets, helicopters, jets or missiles 
— has become a lucrative business for 
MHI. 

Based in Nagoya, MHI’s aircraft and spe- 
cial-vehicles headquarters accounted for 
around 14.6% of sales and 10.8% of pre-tax 
profits in the year to March 1993. Right 
now, about 80% of the division's work 
comes from the Japan Defence Agency and 
Nasda. 

MHI currently produces 14 types of 
military aircraft, including a version of the 
F-15, made by General Dynamics of the 
U.S. It is also the lead Japanese contractor 
in co-developing with General Dynamics a 
controversial, and delayed, next-generation 
fighter called the FS-X. 

Analysts say none of MHI's aircraft is 
produced in numbers sufficient to achieve 
reasonable economies of scale. The same is 


Boeing 767 fuselage assembly by Mitsubishi. 
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also true of its Patriot missile programme, 
which got under way in 1992 under licence 
from U.S.-based Raytheon. The main rea- 
son for this, explains Hineno, is that the 
Defence Agency is MHI’s only defence cus- 
tomer. Japan's constitution forbids arms 
exports. 

The rub for MHI is that Japan's 
defence budget, after surging in 
recent years, is now being trimmed 
back, both because of fiscal pres- 
sures and because of a debatable 
perception that the end of the Cold 
War has made Asia a safer place. 
"We have to live with the reality 
that defence spending will be 
suppressed for some time," says 
Hineno. 

That's why MHI is increasing its 
emphasis on commercial-aircraft 
production. "The critical issue for 
the future will be how to achieve a 
shift in demand to the private sec- 
tor,” says MHI President Kentaro 
Aikawa. 

MHI has made slow progress in 
this area. Its last stab at building 
its own plane was the YS-11. A 75- 
seat de Havilland knock-off 
launched in 1962, the YS-11 was ignomini- 
ously taken out of production a decade 
later because no one wanted it. Plans for a 
new 70-80 seat jet called the YSX, aimed 
largely at the regional market, are now 
under way under the auspices of — and 
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with a substantial subsidy from — the 
Ministry for International Trade and In- 
dustry. 


Like the YS-11 "the problem with the 
YSX isn't designing and producing it, it is 
selling it at a competitive price," says Jar- 
dine Fleming senior analyst Tara Mass. To 
improve its commercial prospects, MHI and 
the other members of the consortium 
planning the plane are courting Chinese 
and Indonesian state-owned aircraft firms, 
and offering to take them on as subcon- 
tractors. 

In the meantime, however, MHI has qui- 
etly built a steady earner out of its compo- 
nent-production business for major aircraft 
companies such as Boeing and McDonnell 
Douglas. MHI builds wing flaps for the Boe- 
ing 747 and part of the fuselage for the 767. 
Hineno says MHI will boost its share in the 
777, building the entire aft fuselage, includ- 
ing the pressurised cabin, a job equivalent 
to 2196 of the plane's value. 

MHr's relationship with Boeing was 
partly the inspiration for a 1992 thesis by 
Massachusetts Institute of Technology pro- 
fessor Richard Samuels, who says MHI and 
companies like it have succeeded admira- 
bly in finding a lucrative niche in the air- 
craft-assembly market. They build the 
bodies, but not the brains, of the world's 
aircraft. The title of his thesis: "How to Suc- 
ceed Without Really Flying." 

m Jonathan Friedland in Tanegashima 
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Flying High 


Malaysia's Tajudin adds Mas to his fast-growing empire 





By Doug Tsuruoka in Kuala Lumpur 


hen the first U.S.-Malaysian com- 
W sso satellite blasted off 

from a freezing space pad in Ka- 
zakhstan last November, the venture's sin- 
gle biggest shareholder was on a business 
trip to Australia. 

"If the launch failed, I didn't want to 
see it happen," Tajudin Ramli grimaces. 
Tajudin, who owns 49% of Rimsat, a U.S.- 
based satellite company, needn't have wor- 
ried. His Russian-built Proton rocket fired 
flawlessly — making him the first Malay- 
sian to back a satellite shot. 

Tajudin and his U.S. partners intend to 
orbit as many as 10 communications satel- 
lites by 2000. All the hardware 
is provided by Russia's space 
agency, in its first commercial 
pact with a foreign company. 
The "footprints" of the de- 
vices will cover large parts of 
Asia — and Rimsat is busy 
leasing its satellite services to 
video distributors for Asian 
TV stations. 

This alone catapults 
Tajudin into the race to domi- 
nate Asia's lucrative satellite 
communications trade. But 
the gamble is only one facet 
of a once-reclusive figure who 
in less than three years has 
become Malaysia's fastest-ris- 
ing businessman. 

His latest feat eclipses even 
his satellite venture. Tajudin 
announced on December 15 that he is tak- 
ing a controlling 32% stake in Malaysia Air- 
lines (Mas), the country's sprawling inter- 
national air carrier, in a M$2 billion 
(US$745 million) share swap that elimi- 
nates the government as Mas' biggest 
shareholder. 

Tajudin's resumé doesn't end there: he 
scored his first triumph as the chief 
executive of Technology Resources Indus- 
tries (TRI), a diversified property and 
electronics firm that owns Celcom, a suc- 
cessful cellular telecommunications com- 
pany. 

Now, with a fleet of Boeing jets and 
over 20,000 employees at his disposal, 
Tajudin pulls the strings of a transport- 
communications empire with the potential 
to link space with a ground-based cellular 
communications network. Mas alone car- 
ries more passengers than any other airline 
from Southeast Asia, and Tajudin is mull- 
ing ways to bolster his transport activities 
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across the region — especially in China and 
the Philippines. 

Now, Malaysians wonder what he'll do 
next. Malaysian Helicopter Services (MHS) 
— Tajudin's vehicle for the Mas buyout — 
has bought a 24.9% stake in World Air- 
ways, a U.S. charter and cargo carrier. This 
suggests to many that Tajudin is also 
strengthening his activities in air freight 
and special passenger services. There are 
also rumours that 


as "street-smart" and “shrewd.” 

But Tajudin can also be disarming: he is 
a family man with a wife and four children 
who talks movingly about dedicating a 
foundation he created to a fifth child — 
Fazlan — who died several years ago. 

Tajudin's approach to business is sim- 
ple: "At the end of the day, if you do some- 
thing good, you are bound to get benefit 
out of it,” he says. 

He is tight-lipped about his plans for 
Mas. He cautions that major details remain 
to be decided and denies rumours that the 
government will award him special in- 
centives to take over the airline. “No, the 
project must stand on its own,” Tajudin 
insists. 

Will Tajudin trim Mas’ present work- 
force of over 19,000 and initi- 





Tajudin will soon 
approve deep cuts 
in Mas’ operating 
budget. Group 
pre-tax earnings 
skidded 97% to 


Tajudin (inset) isn’t offering too many clues about his plans for Mas. 


M$6.3 million in the first half of 1993. 

All the guesswork surrounding Taju- 
din’s moves shows that the formerly low- 
profile ex-merchant banker remains an 
enigma inside his own country. Until re- 
cently, Tajudin shunned the press. But he 
has adopted a higher profile in the wake of 
the Mas deal and the satellite shot. “I delib- 
erately stayed out of the limelight,” Tajudin 
confesses. 

He was born 47 years ago in a small 
village in Malaysia’s northern state of 
Kedah — not far from the birthplace of 
Prime Minister Datuk Seri Mahathir Mo- 
hamad. A graduate of the University of 
Malaya, Tajudin became a merchant 
banker and later entered business at a time 
when the government was redoubling its 
efforts to pinpoint bright, young Malays to 
develop the country’s economy. 

A thin man with narrow, penetrating 
eyes, Tajudin is soft-spoken, but weighs his 
words carefully. He's described by friends 


. 
FAR EASTERN ECONOMIC REVIEW 












ate other cost-saving meas- 
ures? "We cannot pre-empt 
anything," Tajudin says, “We 
have to look at the top line — 
sales — then at the bottom 
line — profit. In between, 
there are a lot of things which 
can be adjusted." 

He says generally of his 
Mas takeover: "The aviation 
industry has to be re-defined. 
When Mas was first founded, 
the objectives — the aspira- 
tions — were correct. But we 
have to re-adjust. People have 
to re-adapt to the new reali- 
ties of the international mar- 
ketplace." 

Tajudin leaves no doubt 
that airlines, satellites and cel- 
lular communications will re- 
main the focus of his future 
business ventures. "Trans- 
port, telecommunications and 
tourism — these are the three 
areas closest to my heart," 
says Tajudin. He notes that he 
owns large tracts of land in Perak state 
north of Kuala Lumpur and on Langkawi 
Island that can be developed. 

Tajudin's reputation for playing his 
cards close to his chest has not stopped 
him from making friends in Kuala 
Lumpur's stockbroking community — es- 
pecially among foreign stock analysts, who 
have recommended his companies' shares 
to their clients. 

TRI vaulted to a high of M$13.50 in 1993 
from a low of M$1.46, while MHS jumped 
to M$17.90 from M$2.42. The surge in the 
value of these shares, in turn, has helped 
Tajudin finance complex manoeuvres such 
as the Mas buyout. 

"He's done very well in Malaysia's cor- 
porate field,” notes Choong Khuat Hock, 
managing director of Barclays de Zoete 
Wedd’s Kuala Lumpur office. “Celcom is 
an outstanding success.” Adds another 
broker: “He’s no rubber dummy.” 

Some attribute Tajudin’s rise to his close 
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ties with the country's political and busi- 
ness leaders. The most popular view is that 
Tajudin is a protege of Tun Daim 
Zainuddin, an influential former finance 
minister who now serves as an official ad- 
viser to Malaysia's government. 

Daim, another Kedah native, is a close | 
ally of Deputy Prime Minister Datuk Seri | 
Anwar Ibrahim and a close friend of 
Mahathir. 

Despite these ties, Tajudin is also de- 
scribed by bankers and brokers in Kuala 
Lumpur as a “lone wolf,” a man fond of 
independence, who has periodically fallen 
out of favour with Daim. Tajudin is also 
not especially friendly with Anwar, even 
though they attended the University of 
Malaya together. 

Neither Daim nor Anwar were avail- 
able to comment on their past connections | 
with Tajudin. But Tajudin himself makes 
no secret of his past association with 
Daim. 

“I started business as his partner,” says 
Tajudin, adding that he has no objection to 
being described as Daim's "protege." He 
confirms that one of his first business ven- 
tures was in Raleigh Cycles, a maker of 
bicycles and other products, in which he 
and Daim were major shareholders. He 
was later appointed a director of Roxy 
Electric Industries, the company that 
Tajudin now heads as chief executive of- 
ficer under the name TRI. 

Tajudin says he met Daim in 1981, 
when the latter was a senator in the na- 
tional legislature and Tajudin a top execu- 
tive at a merchant bank. To this day, he 
says, ^we remain very good friends." 

“Tt must have been a stroke of luck that 
Daim became minister of finance," quips 
Tajudin, who says he left banking and en- 
tered business with Daim's encouragement 
in 1983. 

But Tajudin denies that he is acting as 
Daim's proxy in any business activity. 
“That is something that we never do,” he 
asserts. Is he very much his own man? 
“Completely,” he replies. 

Tajudin also emphasises that his past 
business efforts were all in areas beyond | 
Daim's purview as finance minister. 
“When Daim was minister I never asked 
to go into an area (such as banks or finance 
companies) where he was involved,” he 
says. Tajudin also says his initial working 
capital was a loan from state-owned Bank 
Bumiputra and not from Daim. “I never 
borrowed from him,” he says. 

Whatever his ties to Daim, Tajudin’s 
ability to turn Mas into a profitable com- 
pany will be a key test. Mas’ detractors 
have argued that even a genius would 
have trouble improving the carrier’s bot- 
tom line. Its major problems: loss-ridden 
domestic routes and cut-throat competition 
in the airline industry as a whole. "We are 
not geniuses, but I hope we can get Mas to 
work," Tajudin says. " 
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No Looking Back 


T hings can change a lot in a year. Just 
look at the Colombo Stock Exchange, 
which is enjoying a bull run. The 
CSE Sensitive Index closed at 1455.73 on 
December 31, up 76% from a year earlier. 
The Colombo exchange is riding high 
largely because Sri Lanka's new-look 
economy has caused investor confidence 
to surge. Brokers point out that the gov- 
ernment's economic-liberalisation pro- 
gramme began to show the kind of results 
in 1993 the stockmarket can appreciate. 
By Sri Lankan standards, the figures do 
look good. Because of strong performances 
from the agricultural and manufacturing 
sectors, the Central Bank of Sri Lanka ex- 
pects GDP for 1993 to expand 5.6%, up from 
4.4% a year earlier. The bank forecasts the 
economy will grow 6% this year. 


Some Relief 
Sri Lanka’s debt-service 


 ratio* is improving 
MW 
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* kin yments as % of earnings on exports of 
goods and services, and private transfers 

Source: Central Bank of Sri Lanka 





In the agricultural sector, tea produc- 
tion in the first 10 months of 1993 increased 
31% from a year earlier to 188 million kilo- 
grams, while rubber output rose 9% to 96 
million kilograms. The maha rice crop 
climbed 4% to 1.7 million tonnes, and the 
yala crop rose 17% to 800,000 tonnes. Coco- 
nut output, however, fell 1576 to 1.7 billion 
nuts, reflecting the effect of the previous 
year's drought. 

Analysts say manufacturers had their 
best year in 1993. In the January-October 
period, industrial exports rose 42% from a 
year earlier. Exports of textiles and apparel, 
which account for 6896 of overseas sales, 
climbed 37%, while those of food and bev- 
erages grew 50%, petroleum products 59%, 
and rubber and leather products 31%. 
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Despite the strong showing of indus- 
trial goods in overseas markets, imports 
continued to outpace exports, resulting in 
a US$1 billion trade deficit. Imports in the 
first 10 months of 1993 increased 17% from 
a year earlier to US$3.3 billion, while ex- 
ports rose 23% to US$2.3 billion. 

Exports in the January-October period 
may not have increased enough to produce 
a trade surplus, but they helped the Cen- 
tral Bank lower its 1993 projection for the 
country’s debt-service ratio. The bank ex- 
pects the ratio to drop to 11.8% from 15.3% 
in 1992. 

Nonetheless, debt servicing remained a 
problem for the government, with the sum 
of the external and domestic debt in the 
first 10 months of 1993 rising 15% from a 
year earlier to US$9.7 billion. Economists 
say the debt is becoming an increasingly 
heavy burden for the government, as about 
30% of tax revenue is being absorbed to 
service it. 

Inflation also continued to rise last year, 
dimming hopes of a single-digit annual 
rate in the foreseeable future. The Central 
Bank puts the rate for 1993 at 12.1%, up 
from 11.4% a year earlier. 

Interest rates, however, appear to be 
falling from the high levels that deterred 
investment. At the end of December, the 
prime-lending rate for banks was 20.4%, 
up from 20% a year earlier. But in an effort 
to get banks to reduce lending rates, state- 
owned National Savings Bank — the coun- 
try’s dominant savings mobiliser — cut its 
one-year fixed-deposit rate by one percent- 
age point over the course of the year to 
16%. 

Even though the performance of the 
economy in 1993 was the best in recent 
years, economists say much more growth 
is needed if Sri Lanka is to attain newly 
industrialised country status by the end of 
the decade, a goal set by the government. 
To reach this target, the economy needs to 
expand at least 10% annually. 

Many stockmarket investors believe the 
economy has already turned the corner. 
Market optimism was buoyed substantially 
by the fact that the economy weathered 
without a glitch the May assassination of 
President Ranasinghe Premadasa. The 20% 
average increase in 1993 earnings of com- 
panies listed on the Colombo exchange 
also helped, as did expectations of an even 
greater jump this year. 

Some pundits are now saying the stock- 
market's capitalisation could double in the 
next two years. A year ago, such a jump 
was unthinkable. m Manik de Silva 
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This is one birthday where the 
guests get gifts as well. The reason 
we are celebrating is entirely due to 
you, our passengers. Your support 
1as contributed to helping us 
yecome an international airline in 
only five years. 

Like any five year old, we're also 
xcited about the future. We're 
routes fo our 


idding new 


nternational network in the coming 
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months. And we're also adding new 


aircraft to our 
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et, making if one 
of the most modern in the world. 
But that’s enough about us. We 
also have gifts for you. 
For a start, we've enhanced the 


Asiana Bonus Club. Thanks to our 


joint venture partners, our Club 


is now Asia's best frequent flyer 
programme. You'll have more ways 
fo earn points, more rewards to 
choose from, and we've greatly 
improved our Silver and Gold 
membership. We've also introduced 


a Diamond level that offers even 


more benefits to our top travellers. 

And since it's our birthday if 
you join the Astana Bonus Club 
or are an existing member, and fly 
with Asiana between 15 December, 
1993 to 31 January, 1994, we'll 
automatically credit your account 
with double your mileage. 

For more information, please 
contact Asiana or your local 


travel agent. 
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BANKING 


Bhutto Backtracks 


Pakistani Government reins in central bank 











By Ahmed Rashid in Islamabad 

akistan's government has dismayed 
Dp financial circles by reasserting its 

control of the State Bank of Pakistan, 
which was given autonomy in October by 
the caretaker administration of Prime Min- 
ister Moeen Qureshi. The governor of the 
central bank and its nine-member board 
are now widely expected to be replaced by 
supporters of the ruling Pakistan People's 
Party. 

President Farooq Leghari signed an or- 
dinance on December 31 that did away 
with the State Bank's power to refuse over- 
drafts to the government, fix limits on fed- 
eral borrowing and set monetary policy. 
The ordinance also reduced the five-year 
term of Governor Mohammed Yaqub to 
three years and gave Prime Minister Bena- 
zir Bhutto's government power to appoint 
à new bank chief and another board within 
180 days. 

Business analysts believe the move will 
undermine economic confidence, espe- 
cially as the Bhutto administration had said 
it would preserve widely acclaimed re- 
forms instituted by Qureshi. Pakistani 
stock prices have soared in the last few 
weeks, partly on optimism about the 
course of the economy. 

"This is a tragedy," stockbroker Nasir 
Bukhari says of the central-bank measure. 
Bukhari, chief executive of Khadim Ali 
Shah Bukhari, Pakistan's largest securities 
firm, adds: "Foreign investors were 
looking closely at the government's inten- 
tions. It will bring confusion in the mar- 
ket. People will not be sure about govern- 
ment policies, and it will lead to a very 
cautious attitude by international inves- 
tors." 

Indeed, fearing a backlash, the Bhutto 
administration passed the ordinance in 
secrecy. "We only learned about the ordi- 
nance through journalists three days after 
it had been passed," a State Bank official 
says. "The government has gone back on 
our former autonomy. SBP [State Bank] 
autonomy depends on the independence 
and calibre of the governor. I am sure the 
prime minister will change the governor 
and the board in the next few weeks." 

Finance Secretary Qazi Alimullah, how- 
ever, says the new ordinance won't dimin- 
ish the State Bank's autonomy. "Nothing 
has been curtailed," he says. "People 
should read both ordinances, clause by 
clause, and they will see that the governor 
of the SBP still has all his power." 

The State Bank's board, though, is likely 
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to be reconstituted, Alimullah says. The 
Bhutto government has the right to choose 
its own directors, he explains. 

On October 6, the day of the elections 
that brought Bhutto to power, Qureshi 
issued an ordinance giving the State Bank 
autonomy for the first time since 1950. 
Many economists say the central bank's 
independence is critical to Pakistan's recov- 
ery. 

A recently approved three-year US$1.6 
billion loan to Pakistan from the IMF is 
dependent on a rigid austerity programme 
by the government. Although the central 
bank's autonomy wasn't a condition of the 
credit, the IMF had expected the Bhutto 
government to make it permanent through 
the passage of a law after the Qureshi ordi- 
nance expired on February 5. 

The IMF refused to make any statement 
about the new ordinance. But sources close 
to the lending body say officials are trou- 
bled by the measure. 

Others were less reticent. Arif Habib, 
whose term as president of the Karachi 
Stock Exchange expired on January 1, says: 
"Pakistan's crisis has been because of 
financial indiscipline, and the sBP's auto- 
nomy was crucial. We are pressuring the 
government for the SBP's autonomy." 

For decades, the State Bank has served 
as a pliant arm of the Finance Ministry, 
which in turn has been captive to the 
changing government policies. In the past 
decade, the central bank has helplessly pre- 
sided over three financial scams that 
rocked the country, the last occurring in 
1992, when cooperative banks in Punjab 
state collapsed. 

Differences between the State Bank and 
Bhutto first arose in December, when the 
government indicated that it wanted some 
members of the central bank's board re- 
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placed. Bankers say the board is made up 
of businessmen and economists who have 
considerable credibility, as well two gov- 
ernment nominees. 

The State Bank and the government are 
also at loggerheads about the degree of 
power the central bank should have. “The 
first ordinance stated that the sBP would 
regulate monetary policy and control 
financial indiscipline," a central bank offi- 
cial says. "But the government wanted to 
water this down." 

In the last week of December, the State 
Bank refused to honour a cheque by the 
Punjab government because the state's 
account was overdrawn. Analysts say the 
central bank's rejection of the cheque made 
Finance Ministry officials furious. 

In another flashpoint, Yaqub had 
begun exercising considerable independ- 
ence. In December, the State Bank pub- 
lished its annual report without obtaining 
government clearance, the first time the 
central bank had ever done so. In the 
report, the bank was particularly critical of 
the budget deficit's expansion to Rs 107.7 
billion (US$3.6 billion), or 7.9% of GDP, in 
the fiscal year ended on June 30 from 
Rs 56 billion, or 6.5% of GDP, three years 
earlier. 

Still, State Bank officials believe Bhutto 
wanted to restrict the central bank's pow- 
ers primarily because her government 
won't be able to meet some IMF-imposed 
targets for the current fiscal year, such as 
limiting bank borrowing to Rs 20 billion. 

In addition, "the government was wor- 
ried that the earlier ordinance stipulated 
that the sBP give 70% of its credit to the 
private sector and 30% to the government 
[reversing previous practice],” a central 
banker says. "We were already carrying 
that out, and the government resented its 
inability to borrow domestically." 

Some financial executives are playing 
down the dispute. "Even if the SBP was 
autonomous, it would still have to follow 
the government," a foreign banker says. 
"Pakistan's fiscal policy is out of control, 
and the real question is can the govern- 
ment bring down the deficit and start col- 
lecting taxes." 

But other analysts complain that the 
government had too much control of the 
central bank even under the Qureshi ordi- 
nance. “The sBP cannot be autonomous as 
long as the finance secretary is sitting on 
the board," says Jahangir Siddique, chair- 
man of Bear Stearns Jahangir Siddiqui. “If 
the new board is solely nominated by the 
government, then we are just moving in 
circles.” 

If the government is to deregulate the 
econgmy in a meaningful way, these exe- 
cutives argue, an autonomous central bank 
is a necessity. “There is a crying need for 
an independent and responsible second 
view of the economy apart from the gov- 
ernment's," a foreign banker says. " 
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POLICIES 


Deafened by Decree 


China's currency and tax reforms spread confusion 





By Lincoln Kaye in Beijing 


espite its recent ban on fireworks, 
D Beijing has ushered in the New Year 

with a Big Bang. But this year it is 
economic reform, rather than gunpowder, 
that is making all the commotion. 

A new deal on revenue sharing be- 
tween the centre and the provinces, a 
value-added tax, and a wholesale revamp 
of trade tariffs and quotas all went into ef- 
fect on January 1. Next on the reform 
agenda: new laws on banking, securities 
and corporations (see accompanying story), 
as well as modern, centralised markets for 
gold and bonds. 

These fundamental innovations, how- 
ever, were upstaged by the abolition on 
New Year's Day of the official exchange 
rate for the renminbi. In its place, the gov- 
ernment instituted a managed float that 
values the currency at around Rmb 8.70 to 
the U.S. dollar — the level at which it 
trades at the country's so-called swap cen- 
tres. The swap-centre rate is roughly 3376 
lower than the now-defunct fixed rate of 
Rmb 5.81. 

The currency move, although long ad- 
vocated by Chinese and foreign econo- 
mists, might prove to have far less long- 
term impact than the other New Year re- 
forms. Bankers estimate that, as of late last 
year, barely 20% of China's currency deal- 
ings were conducted at the official rate; the 
rest took place at swap centres or on the 
blackmarket. 

Yet the suddenness of the move caused 
widespread confusion, particularly among 
holders of Foreign Exchange Certificates 
(FEC), the overpriced second currency that 
China has forced upon tourists and foreign 
residents since 1980. FEC will be phased out 
under the currency reform, though it isn't 
clear how quickly they will disappear. 

Following the announcement, made just 
three days before year-end, FEC-holders 
began panic-buying anything denominated 
in the certificates. Restaurants filled up 
with last-chance revellers. Jewellery 
counters quickly sold out of the crudely 
worked gold rings and bracelets that are 
the standard store-of-value in China. Spa 
and golf-club enrolments soared. And then, 
sure enough, on the first day of the New 
Year, prices were marked up by 40-70% in 
the big hotels and fancy delicategsens 
where FEC used to hold sway. e 

The panic was largely the result of Bei- 
jing’s lack of amplification of how the cur- 
rency reforms would work in practice. Yet 
panic, confusion and abrupt price rises 





to control price rises was hardly helped, 
however, by the manner in which it intro- 
duced the currency reform. "In the past 48 
hours, the Bank of China [BOC, the official 
foreign-exchange bank] has done a lot of 
harm," sighed a locally based official of a 
multilateral lending institution. 

The official was 








could prove damaging as China tackles its 
ambitious reform agenda. The changes are 
taking place against a backdrop of mount- 
ing inflation, economic overheating, infra- 
structure bottlenecks, rural unrest, gallop- 
ing corruption and an imminent struggle 
for political succession. 

Prices remain the No. 1 lookout for eco- 
nomic tsar Zhu Rongji and his fellow re- 
formers. Urban inflation is now at its high- 
est level since 1989. Then, runaway prices 
helped spark anti-government protests that 
culminated in the Tiananmen massacre. 

Inflation in China's top 35 cities neared 
19.5% in 1993. It was fuelled by sharp rises 
in food costs, caused by a decline in grain 
acreage and Beijing's attempts to appease 
the countryside with higher farm prices. 
Further cost-of-living increases may be in 
store as the new value-added tax bites into 
consumers' renminbi and coal prices are 
decontrolled. 

Zhu has ordered provincial leaders to 
"immediately throttle" rising prices for 
edible oil and grain. China's top statisti- 
cian, Ye Zhen, pledged early establishment 
of a government price-monitoring body. 
Municipalities, meanwhile, have been mo- 
bilising stocks of banquet ingredients to 
prevent price-gouging in the street markets 
that have sprung up ahead of the tradi- 
tional Chinese New Year feast — this year 
on February 10. 

Beijing's city authorities, for instance, 
have pledged to spend Rmb 5.6 million 
(US$644,000) on supplies of meat, vegeta- 
bles and fruits. Still, inflation is clearly evi- 
dent; at the street bazaar in front of the 
Workers' Stadium in East Beijing, the ask- 
ing price for a humble baked sweet potato 
was 600% higher than last year. 

Confidence in the government's ability 
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FEC holders rushing to buy U.S. dollars at a Beijing bank. 


among the crowd of 
Beijing citizens that 
thronged the Great 
Bell Temple on New 
Year's Eve to ring in 
1994. As he spoke, 108 
peals rang out on the 
Yongle Bell and bus- 
loads of Japanese tour- 
ists climbed the tower 
to shower the 598- 
year-old bell with one- 
fen Chinese coins. 
With the first stroke of 
the clapper, the coins 
lost one third of their 
value as they fell. 

In the lending offi- 
cial's view, China was 
right to abandon its two-tier exchange sys- 
tem but handled the announcement clum- 
sily. He suggested Beijing should have si- 
multaneously promised that, although no 
new FECs would be issued, the old ones 
would not be immediately demonetised or 
traded at par with the renminbi. That way, 
the FEC could be redeemed or spent at 
something like their original purchase price 
for a while to come. At the same time, he 
added, the government should have 
pledged to prop up the exchange rate of 
the renminbi when the 100-odd swap cen- 
tres reopened after their four-day New 
Year's break. 

Both these assurances were eventually 
forthcoming, but only in a televised news- 
cast just hours before midnight on Decem- 
ber 31. That proved way too late to fore- 
stall a flurry of rumours, a buying stam- 
pede and a mini-run on the BOC as FEC 
holders rushed to exchange their certifi- 
cates before the reform took effect. 

For days after the announcement, com- 
puters at the FEC-dealing BOC branches 
seemed prey to a mysterious malady that 
prevented the banks from accepting certifi- 
cates over the counter. This computer 
scourge, though, somehow seemed to by- 
pass the BOC outlet in the arrivals lounge 
of Beijing's Capital International Airport. 

There, the incoming passengers on 
1993's last red-eye flight from San Fran- 
cisco could buy FEC notes that the bank 
clerks fully expected to shed a third of their 
value minutes later. Near the bank coun- 
ter, housewife Yu Jiaping discreetly ap- 
proached a passing foreigner and pleaded 
to use his passport and air ticket to cash 
her last US$100 worth of certificates. 

Others were not so lucky. The an- 
nouncement coincided with Christmas 
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home-leave for many expatriate bosses, | 
leaving their FEC-paid local employees | 
clueless about what would happen to their 
savings. 

Also affected were office factotums in 
foreign firms who had profited by paying 
petty expenses in renminbi and claiming 
reimbursement in FEC. This game was so | 
well entrenched that higher-ups in the gov- | 
ernment personnel agencies got wise to it | 
and began demanding kickbacks. "I'll hap- 
pily forgo the FEC windfalls just to be rid of | 
the ‘squeeze’ from my Chinese work unit,” 
says a translator with a U.S. multinational. 
Still, he admitted to a moment of panic 
when the new policy was announced. 

Part of the panic may have been a mat- 
ter of nomenclature. State-run media per- 
versely insisted on calling the currency re- 
form a “devaluation.” This is patently in- 
correct, according to the multilateral lend- 
ing official, as most foreign-exchange deal- | 
ings were already being conducted at the | 
swap centres’ quasi-market rates. 

Among the minority of trading at the 
fixed rate was the US$300 million worth of 
FEC, as well as an unspecified amount of 
state-enterprise entitlements to buy foreign 
exchange at the preferred rate from the 
‘BOC: Nearly two thirds of these entitle- 
ments were withdrawn by government fiat 
last July. The balance is unlikely to be sig- 
nificant for a country with about US$20 bil- 
lion in government reserves and another 
US$30 billion or so in state-enterprise for- 
eign-exchange holdings with the Boc. 

The object of the current exercise, a 
Western banker suggests, may be to limit 
public access to these reserves. "It's less like 
a conventional devaluation than like the | 
post-Bretton Woods abandonment of the 
gold standard," he notes. The multilateral 
lending official agrees, calling the reform 
simply an "extinction of an official rate,” | 

allowing the true market rate to emerge 
from eclipse. 

But it's by no means clear just which | 
market rate will eventually predominate. | 
The government has announced plans to | 
link electronically seven of the country's | 
largest swap centres as of mid-January. | 
These will form the nucleus of a nation- | 
wide interbank money market that will set | 
the official benchmark exchange rate. i 

As for the other swap centres, the fu- | 
ture looks murky. The liquidity of these | 
markets comes from export-earning com- | 
panies that used to be able to retain alarge | 
portion of their foreign-exchange receipts. | 
Now, under the new order, those com- | 
panies may have to turn over their hard- | 
currency earnings to the BOC. They would | 
then be able to draw foreign exchange from _ 
the bank as needed, commensurate with | 
their export performance. l 

“But there's no obvious way for com- 
panies to swap forex entitlements among 
themselves,” an executive at a multina- 
tional complains. “And, besides, who 
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knows when the BOC computers could ‘go 
down' again." 

Given these qualms, it would be natu- 
ral for a large portion of China's inter-cor- 
porate foreign-exchange market simply to 
move offshore in the form of flight capital. 
In a United Nations-funded project with 
cooperation from Beijing's trade ministry, 
American econometrician Frank Gunter of 
Lehigh University, Pennsylvania, has 
crunched China's national accounts to in- 
fer the magnitude of capital flight. He esti- 
mates that Chinese entities may have salted 
as much as US$40 billion abroad in 1993. 
Some of these funds may have round- 
tripped as part of the US$20 billion in for- 
eign direct investment that the government 
claims for the year. 

Smaller fry can satisfy their foreign-ex- 
change needs with much less globe-trot- 
ting. Kerbside currency blackmarkets, 
which had been moribund and selling at a 
discount to the swap centres, started to 
perk up as 1993 closed. 

The upsurge was stoked by vague gov- 
ernment pronouncements suggesting that 
ordinary citizens wouldn't be allowed un- 
fettered access to foreign exchange at the 
new market-linked bank rates. Then came 
an ominous-sounding (albeit unenforce- 
able) ban on hard-currency denominated 









- seeking listings on the Stock Exchange 
“of Hong Kong o o 7 os 
oo The law, passed on December 29, is 

China's first comprehensive company 


legislation. However, it fails to incorpo- 


. rate previous understandings between 
Beijing and Hong Kong covering such 
. areas as legal protection for investors. 


What's more, it gives a still-to-be-. 


created agency under the State Council 
the authority to set new rules for com- 
panies seeking overseas listings. 


^... "Not only is this vague, but it only. 
- gives the State Council authority for - 
listing,” says a lawyer at the China Se- - 
^.eurities Regulatory Commission, “As. 
| con- 
cerned, companies will have to abide. 
s means you - 
just doesnt 
LU IUS ofthe second round of companies to listin 
< Hong Kong. Fortunately for the Chinese — | 





far as corporate governance 


|. by the company law: 
have two sets of ru 









< will have some impact on the c 


"ency and incompatibility." 
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- doesn’t specify the qu 


-.— A lot of people would welcome that. 


the law. 


process significantly. “It's an added dis- 
“incentive to the job," complains à Chi- * 
“nese regulator. “Why should we rush. 


ncerned, and it 
current Early drafts of the law had indicated 
structure. There are areas of incansist- 
(00. wouldn't be legal entities. 
. s Thenewlaw"isjustnotcomprehen- ^^. Ww! 





transactions within China's borders. Both: 
US. dollars and Hong Kong dollars circu- | 
late widely, especially in the south. | 

Three days into the New Year, the | 
blackmarket rate in Beijing was at parity | 
with the swap centres. In the southern 
provinces, the renminbi even traded at 5% 
above the swap rate, according to the Hong | 
Kong daily newspaper Ming Pao. 

Nor was the FEC itself exactly dead. 
Hotel menus were unchanged in FEC terms, | 
while posting huge mark-ups in renminbi | 
prices. The state telephone monopoly of- | 


fered foreign customers the choice of pay- EEEE C) DURS 


ing bills at par in FEC or adding a 50% pre- | 
mium in renminbi. And the Sino-Japanese 
Friendship Hospital continued to accept | 
only FEC from foreign patients. i 
Indeed, the belated announcement that | 
FEC would continue to circulate — albeit 
for an unspecified period — reversed the | 
certificates’ fortunes. People who had ex- 
pected them imminently to become worth- | 
less suddenly couldn't get enough of them. 
For the U.S. multinational's translator, 
this brought a windfall. "Some of those col- 
leagues who had desperately unloaded 
their FEC onto me at seven to the dollar in 
the last days of 1993 now happily buy them 
back at Rmb 1.45 per FEC,” he reports, cele- 
brating a 17% profit in two days. " 


ing abroad” 


saying additional rules would be forth- ` 
coming. “We know that we have to pro- 
vide more concrete rules for listings,” 
says Wei Yaorong, a member of the 
drafting committee, e 


Beijing regulators are dismayed by a 


provision that mandates "punishment" 


of regulators who approve company -. 
listings or bond issues that don't follow. 


“Such rules could slow the listing. 
to approve new listings?” — ^. 
China is in the process of selecting- 
companies already listed there, the new 
law doesn’t threaten their legal status. 


that Hong Kong-listed companies _ 
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He Giveth and 
He Taketh 


! StarTV sacks manager 
-after five months in job 






Murdoch to run StarTV, has been 
sacked less than five months after tak- 
ing over as managing director of the Hong 


| J im Griffiths, hand-picked by Rupert 


| Kong-based Pan-Asian satellite-TV net- 


work. 
Industry executives say the shake-up 
reflects personal politics within Murdoch's 


| News Corp. more than a repudiation of 
| Griffiths’ efforts to launch new services and 
| turn a profit at StarTV. In his short tenure, 
| Griffiths had little autonomy: the real 


power was vested in London-based Sam 
Chisholm, managing director of News 
Corp.'s 50%-owned British Sky Broadcast- 
ing (BSkyB) satellite network. 

Gary Davey, Chisholm's deputy at Sky 
who helped bring that service out of the 
red, will replace Griffiths. "Gary brings 
years of TV experience in Australia, Europe 
and the U.S., but as importantly, he brings a 
close relationship with Sam,” says an exe- 
cutive close to News Corp. “From the be- 


| ginning, Sam wanted his own person in 
| Hong Kong. Star is really Sam's baby. His 
| imprint is on every major decision." 


Like Chisholm, Davey is an Australian. 


| Considered a technological whiz, Davey 
| helped develop BSkyB's encryption system 

t | and a successful electronic "smart card" 
| that allows subscribers to unscramble the 
| TV signal. StarTV has had difficulty 
| launching its subscription services, which 
| it views as the path to profitability. 


Griffiths, an American, had worked in 


| News Corp.'s Twentieth Century Fox film 
| division in the United States since 1988. 
| Just before moving to StarTV, he had been 
| president for pay-TV and international 
| home video. 


Contacted in the U.S. about the sacking, 


| Griffiths declined to comment. But an as- 
| sociate says that before leaving on holiday, 
| Griffiths was “told not to come back to 
| Hong Kong." 


Davey will be the fourth chief at StarT V 


| since Hong Kong property tycoon Li Ka- 
i shing set up the network in 1991. Li's son 
| Richard handed the reins to Julian 
i Mounter, formerly of Television New Zea- 
o | land, in January. Mounter was forced out 
| six months later when News Corp. bought 
| control of StarTV. Mounter had said he 


| didn't want to report to Chisholm. " 
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PHILIPPINES 
Philyards Tops Bid 


Philyards Holdings, a venture 
of Kawasaki Heavy Industries 
and Magsaysay Shipping, said 
it will exercise its right to top 
the approved P2.03 billion 
(US$75 million) bid for 
Philippine Shipyard & 
Engineering, submitted by a 
consortium led by J. G. 
Summit Holdings on 
December 2. J. G. Summit is 
fighting the counterbid. 


JAPAN 
Miti Official to Resign 


Masahisa Naito said he 
would resign as head of the 
industrial-policy bureau 

of the Ministry of International 
Trade and Industry (Miti). 
The decision ends his 
standoff with Miti Minister 
Hiroshi Kumagai, who had 
sought Naito's resignation, 
alleging that he improperly 
promoted a junior official. 
Naito, a 32-year Miti veteran, 
initially refused, sparking a 
test of the government's 
power to control the 
bureaucracy. 
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Kumagai wins his ‘war.’ 


Petrochemical Merger 


Mitsubishi Kasei and 
Mitsubishi Petrochemical 
announced on December 24 
that they will merge in 
October, creating Japan's 
largest petrochemical firm. 
They attributed the 

merger to weak domestic 
demand. 
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Ford Bosses for Mazda 


Ailing Japanese car maker 
Mazda announced on 
December 27 it will accept 
three senior executives from 
partner Ford Motor, including 
one who will be appointed to 
Mazda's board in a bid to 
strengthen relations. Ford 
owns a 24.5% stake in Mazda, 
which is expected to post a Y32 
billion (US$285 million) pre-tax 
loss in the year to March. 


CHINA 

Car Tariff Slashed 

Beijing cut its 220% car-import 
tariff on January 1 to 150%. An 
auto-import official told the 
China Daily that the cut would 
be offset by rising prices due 
to the devalued yuan, thus 
reducing 1994 auto imports. 
While domestic car makers fell 
short of production goals last 
year, an estimated 400,000 
foreign cars and vans entered 
the market in 1993, a quarter 
of them smuggled. 


Energy-Saving Measures 
Beijing will increase loans to 
energy-saving projects and 
veto construction projects it 
considers wasteful, State 
Economic and Trade 
Commission officials said. 
They said China will try to 
save 40 million tonnes of coal 
and 1.1 million tonnes of steel 
in 1994 through the use of 
energy-saving equipment, and 
increase industrial output by 
US$2.24 billion through 
recycling. 





SOUTH KOREA 
World Bank Makes Loan 


The World Bank announced 
on December 23 that it will 
lend South Korea US$100 
million to help the nation 
restructure its uncompetitive 
banking and small-business 
sectors. South Korea will 
spend a total of US$250 
million on the restructuring 
programmes. 







Hyundai is Turkey-bound. 


Hyundai's Turkish Venture 


Hyundai Motor and Turkey's 
Assan Group announced on 
December 27 that they will 
jointly build a passenger-car 
plant in Turkey. The US$177 
million plant is expected to 
open in 1996, producing 50,000 
units a year, rising to 100,000 
by 2000. Hyundai will hold 
30% of the venture. 











MALAYSIA 
New Car is Named 


Prime Minister Datuk Seri 
Mahathir Mohamad ` 
announced on December 27 
that Malaysia's second 
national car will be named the 
“Perodua Kancil.” Perodua is a 
contraction of the car project's 
joint-venture company, 
Perusahaan Otomobil Kedua, 
and Kancil is Malay for 
mousedeer, a sure-footed 
creature of the country's 
forests. With help from Japan's 
Daihatsu, Malaysia plans to 
build about 20,000 of the 
economy-sized vehicles in the 
first year of production, to 
begin in September. 


Liquidity Tightened 

The central bank raised the 
reserve requirement for banks, 
finance companies and 
merchant banks to 9.5% of 
eligible liabilities from 8.5%, 
effective January 3. The step, 
which removes about M$1.3 
billion (US$557 million) in 
excess liquidity from the 
financial system, is intended to 
offset the huge inflow of 
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Bi): foreign funds fuelling 
Za: Malaysia's continuing 


stockmarket rally. 


INDONESIA 
Oil-Exploration Incentives 


Hoping to avert a slow-down 
in oil exploration that could 
make the country a net 
importer of crude within a 
decade, President Suharto 
approved measures on 
December 31 that grant 
offshore-oil contractors a 3596 
share of production, leaving 
65% for state-owned 
Pertamina. Previously the split 
was 20:80 for so-called frontier 
projects and 25:75 for those in 
waters more than 1,500 metres 
deep. The package also allows 
for a change in pricing after 
the first five years of 
production. 


TAIWAN 
Cable Project Approved 


The Economic Planning 
Agency officially approved a 
US$72 million investment in 
the Asia-Pacific fibre-optic 
cable network, being built in 
cooperation with eight other 
countries. The 11,000-kilometre 
submarine cable will connect 
South Korea, Japan, Taiwan, 
Hong Kong, the Philippines, 
Thailand, Malaysia, Singapore 
and Indonesia. 






S 
Production growth $ 
(annual %) E Japan 5 
5 Group of £ 
Seven 
'90 
Note: Purchasing-power parity weighted; 
Group of Seven includes Japan 
Source: IMF 
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HONG KONG 


Don't Call Us 


he most interesting thing about the 22- . 


bank syndicate that will finance Hong 
Kong's third cross-harbour tunnel is that it 
does not include the Bank of China (BOC), 
usually the bellwether of Peking's attitude 
towards any project in the territory. 

Its absence, however, is hardly surpris- 
ing. Says a senior lending officer at one of 
Japan's long-term credit banks: "They will 
have to delay support for 'face' reasons as 
long as negotiations with the British over 
Hong Kong's new airport are not going 
well." 

Bankers at Wardley Capital, which ar- 
ranged the financing, make light of the 
bank's refusal to join. “The only thing that 
is different is that if the BOC had come in 
there would be 23 banks instead of 22," 
says Kevin Files, deputy managing direc- 
tor. 

The fact that the financing could go 
smoothly without BOC support testifies to 
the enormous influence of China Interna- 
tional Trade & Investment Corp. (Citic), 
whose arms have substantial stakes in 
Western Harbour Tunnel Co. (see chart). 
Citic's support is enough to assure some 
nervous bankers that Beijing doesn't ada- 
mantly oppose the project, even if it is 
withholding full support. 

Although both Hongkong & Shanghai 
Banking Corp. and Hang Seng Bank sup- 
port the project, most of the funding will 
come from the Japanese, who will lend 60- 
7096 of the HK$5.2 billion (US$674 million), 
15-year money that will pay for the tunnel. 
The Japanese have always liked Hong 
Kong projects, and they pride themselves 
on close relations with Citic. 

And because they are committed to 
China, Peking's 1997 resumption of sover- 
eignty over the colony is not as critical an 
issue for the Japanese as for some of their 
counterparts. Finally, they are still pre- 
pared for pricing that others find relatively 
less attractive (some 14 Japanese banks are 
participating, but not a single American 
“Sank). 

Kontimately, however, it will be Hong 
the turtdents, not the banks, who pay for 
tally. Cons at HK$30 per crossing ini- 
bankers lose tan is set for 1997. Lest the 
toll adjusts auton over repayment, the 
the company" trou: depending on 
tot when his is pagtly a 
reneged ak Express 

: I vern- 
apanese builder OA eres 

^umi, 


SHROFF 


China's Blessing 


Beijing-backed Citic is prominent 
among the shareholders in 
Hong Kong's Western Harbour 
Tunnel project 


Cross Harbour 
Tunnel Co.* 









China Merchants — 
Holdings 


^ 


Kerry Group 


dp Citic Pacific — 


Citic 
Hong Kong 


* Stakes held through Adwood, a consortium 
SA unit of Wharf (Holdings) Sourc: Review Dat 


the principal contractor for the Thai high- 
way, is, along with Nishimatsu, heavily 
involved in the new Hong Kong crossing. 
Moreover, the Western Harbour cross- 
ing, its arrangers stress, is not dependent 
on the fate of Hong Kong's future airport, 
whose construction has been delayed by 
the Sino-British dispute over Hong Kong. 
The question now being posed is what 
this deal portends for Hong Kong's future 
infrastructure spending. Already, officials 
of Hong Kong's Mass Transit Rail Corp., 
among others, are bombarding Beijing with 
proposals looking ahead 10 years, say, for 
a second metro line. Beijing is reputedly 
not enthusiastic. With so many other cities 
in need of a first subway system, or a first 
tunnel rather than a fourth, the next financ- 

ing might be even more troublesome. 
m Henny Sender 


NEW DELHI 
Money Rolls In 


he impending US$1 billion Global De- 

positary Receipt issue by India's over- 
seas telecommunications authority, Videsh 
Sanchar Nigam Ltd. (VSNL) — for which 
global coordinators Salomon Brothers and 
Kleinwort Benson will soon start 
roadshows — could mark the year of India 
in world investment markets. 

As economist David Hale of Chicago- 
based Kemper Financial Services noted re- 
cently, India seems about to receive a wave 
of foreign investment not seen since the 
peak of the Industrial Revolution under the 
British Raj. 

Indian companies have raised some 
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US$1.2 billion in Euro issues just since mid- 
1992. The VSNL and other issues from 40 
leading companies will add US$4-5 billion 
in coming months. Add to that nearly US$1 
billion invested by the 124 foreign funds 
authorised since March 1993 to buy and 
sell directly on the market, and the gather- 
ing pace of direct foreign investment (more 
than US$2 billion was approved in the first 
11 months of 1993), and elephantine India 
appears on the verge of a rampage. 

VSNL is regarded as one of India's best- 
managed and most innovative corpora- 
tions, even if its products are held back by 
a scarcity of domestic telephone connec- 
tions (7 million lines for 900 million peo- 
ple). Euro issues by other Asian long-dis- 
tance carriers have done well, so there is 
no reason why investors shouldn't grab 
this one. If the markets can digest it, India 
will have arrived. "It is just the beginning 
of the story of India's interface with the 
world," says Navinder Sahni, at the Bom- 
bay office of London-based brokers Marlin 
Partners. 

However, some analysts fear the issue 
may be too big a bite, and will spoil the 
market. An intriguing question is what 
VSNL plans to do with the US$1 billion. 
Until recently, the carrier was talking of a 
US$500 million issue, and it seems so far to 
have a spending plan for that amount only. 
Still, the government is no doubt quite 
happy to have a public-sector enterprise 
collar an extra US$500 million that can ef- 
fectively be parked with foreign reserves. 

Idle funds seem to be part of the Euro- 
issue scene anyway. Much of the funds so 
far raised have yet to be deployed. Sterlite 
Industries, for example, has done little in 
the past six months with the Maharashtra 
copper project for which it recently raised 
US$100 million, an amount greatly exceed- 
ing its previous capital base. 

Still, the capital influx is set to confront 
Finance Minister Manmohan Singh with an 
unexpected problem: how to deal with a 
strengthening rupee. His economic strat- 
egy, and the business plans of Indian com- 
panies, have assumed a steady, 10% an- 
nual depreciation of the currency. The cen- 
tral bank has spent nearly US$4 billion in 
recent months to help keep the rupee 
down, yet its foreign reserves (about US$8 
billion in currency) continue to rise. If 
Singh moves to convertibility on the capi- 
tal account, the rupee may surge even fur- 
ther in the short term. 

Perhaps the answer is to go convertible 
anyway, but also quickly to liberalise im- 
ports of consumer goods, and restore the 
“healthy” trade deficit that an industrialis- 
ing country like India needs. 

m Hamish McDonald 
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Research Position 
Program on International Economics and Politics 
East-West Center 


The East- West Center is a public nonprofit education and research 
institution that examines such Asia-Pacific íssues as the environment, 
economic development, population, international relations, resources and 
culture and communications. 

Some 2,000 research fellows, graduate students, educators and 
professionals in business and government from Asia, the Pacific and the 
United States annually work with the Center's staff in cooperative study, 
training and research. 

The East-West Center was established in Hawaii in 1960 by the U. 
S. Congress which provides principal funding. Support also comes from 
more than 20 Asian and Pacific governments, private agencies and 
corporations and through the East- West Center Foundation. The Center has 
an international board of governors. 

Applications are being accepted for a Senior Fellow to conduct 
research in the Program on International Economics and Politics. The 
position is a three-year limited appointment. The senior fellow will be 
responsible for conducting research, public education, and policy dialogue 
activities focused on international relations between the United States and 
the nations of Asia, especially East Asia (China, Japan, Korea). Topics of 
particular interest include economic cooperation and competition, 
regionalism (e.g., PECC, APEC), the roles of transnational private sector 
forces, and problems and prospects of peace and security. Senior Fellows 
participate in the design and accomplishments of cooperative research and 
training programs, publish the results externally and internally and contribute 
to the analysis of issues of contemporary policy importance in trans-Pacific 
and intra-Asian relationships. 

: Applicants must have a Ph.D. or 

equivalent in political science or economics. Applicants should have a 
demonstrated familiarity with the political, economic, and security 
dimensions of US-Asia relationships (especially East Asia); ability to work 
with scholars and policymakers from diverse backgrounds and cultures; at 
least 12 years of post-Ph.D. experience with a record of significant 
publications on economic issues relevant to the position: success in raising 
research funds, and experience with public education activities. 

i v Fluency in an Asian language. 
Research approaches demonstrating policy oriented perspectives. Experience 
in both academics and policy settings. 
SALARY RANGE: $56,627.00 to $62,291.00 per year, depending on 
qualifications, plus cost-of-living allowance currently at 22.5% (subject to 
change) and an attractive benefits package. 

Submita cover letter including position title anda statement addressing 
how the qualifications are met, a resume, and names and addresses of three 
professional references. Screening and assessment will be based on the 
materials you submit. Applications must be postmarked/FA Xed by March 
10, 1994. Send to: Wanda Dial, Personnel Office, Dept. 655 East-West 
Center, 1777 East-West Road, Honolulu, Hawaii 96848 or FAX to (808) 
944-7970. 

An Equal Employment Opportunity/Affirmative Action Employer 





Humboldt University, Berlin, Germany 
Professor of Mongolian Studies 


Both posts are tenured associate professorships 
(Payscale C3 — approx. US$ 55.000 p.a.) in the Dept. 
of Asian and African Studies. Research and teaching 
experience are essential. Candidates should have a 


basic knowledge of German and should be able to 
teach in German within two years. Application (incl. 
CV and list of publicagions) to be send before Feb. 5, 
1994 to : 


Prásidentin der Humboldt Universitat 
Unter den Linden 6, D-10099 Berlin, Germany 
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Ted Marr 





Lawyer Who Throws 
Parties for a Living 


Australian plans extravaganzas in such places as 
Shanghai, St. Petersburg and Zimbabwe for wealthy 
expatriates living in Hong Kong 


By Simon Elegant 


T ed Marr throws a good party. So 
good in fact that he left his full-time 
job as a lawyer and now does almost 
nothing else. ^Only in Hong Kong" he 
says, "could I make a living this way." 

He's probably right. There can't be 
many places in the world where someone 
like Marr could find 300 people willing to 
shell out thousands of dollars to fly to St. 
Petersburg for a week-long party, or more 
accurately for a series of lavish events — a 
champagne and caviar reception, hot air 
balloon rides, a specially staged Tchai- 
kovsky opera at the Hermitage Theatre, a 
white-tie ball and so on. 

The St. Petersburg extravaganza took 
place last July. Next summer, Marr is tak- 
ing his dedicated band to Zimbabwe for 
another week of in-your-face revelry. This 
time the agenda includes a dinner-dance 
at the Bulawayo Club ("the last fully 
operating outpost of Anglo-African colo- 
nial life on the continent"), a trip through 
the bush on a chartered train, a safari, 
flights over Victoria Falls in a Catalina 
flying boat and, finally, another white-tie 
ball, this time at the Victoria Falls Hotel. 

When he first started or- 
ganising outings in 1988, Marr 
did it entirely for love of a 
good party. But now that he 
and the law firm that em- 
ployed him have come to a 
parting of the ways ("We had 
a monumental fight — it was 
about their attitude towards 
my wanting to take additional 
time off"), he says he takes a 
"small management fee." 

Still, the elfin 40-year-old 
says his principal motivation 
remains simple. "I really en- 
joy the balls. I, make sure 
everything is organised so I 
can party with everyone else. 
My overwhelming desire is to 


90 


enjoy myself.” 

The first big party he was involved in 
was held at the Bella Vista Hotel in Macau 
in 1988. That was such a hit that two more 
balls were held in the same location in 
successive years. Then came the China 
Coast Ball held at Shanghai's venerable 
Peace Hotel in 1991, the first real test of 
Marr's persuasive and organisational 
talents. 

When he first proposed holding the ball 
in Shanghai, “all the old China bores said 
it was very difficult to do business in 
China, and you have to have lived there 
for millions of years before you know 
how" to deal successfully with the Chinese. 
"But I wasn't surprised that what worked 
was just treating them with the same re- 
spect as everyone else." 

Despite such fighting words, Marr in 
person is softspoken, with a slightly rav- 
aged charm that reflects his genteel up- 
bringing. He was raised on his family's 
52,600-hectare farm, 1,600 kilometres west 
of Sydney. "It was an idyllic place to grow 
up — gumtrees on the billabong, the red 
earth, purple haze on the horizon — an 
Australian cliche.” He attended boarding 
school at high-toned Sydney Grammar and 





Survivors of a Ted Marr party the morning after an all-night ball. 
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then went on to the University of Sydney 
where he read arts and law. 

The first real hint of his future vocation 
came after university, when he hired a DC3 
and flew 30 of his friends out to his fami- 
ly's sheep station for a week-long party 
celebrating Ronald Reagan's election as 
United States President in 1980. "That was 
my faithful hardcore," he says fondly. 
"Nearly everyone on that plane has come 
to nearly all my events." 


H e left Australia for Hong Kong eight 


years ago and has no plans to live 
anywhere else, despite the looming 
handover to China in 1997. A good part of 
the reason for staying is that the colony's 
expatriate residents have two characteris- 
tics that make them good party-goers: 
wealth and a willingness — often a burn- 
ing desire — to spend it in a highly public 
manner. Nor will he concede that, as some 
critics have suggested, his "events" might 
raise hackles in the countries where they 
are held. "People are not resentful, I have 
to be quite emphatic about that. We are not 
taking advantage of people. We are paying 
for the privilege. Everyone has their hand 
out, they all get a piece of the action." 
And, though he acknow- 
ledges that many of the loca- 
tions for the next party will 
have strong colonial associa- 
tions, Marr says he isn't wor- 
ried that the sight of hundreds 
of Caucasians eating and 
drinking sumptuously could 
be galling for some Zimba- 
bweans: "We're not going to 
be beating blacks or anything." 
His parties, he adds earnestly, 
are "conspicuous consump- 
tion, but not of a level greater 
than what you see in the bar of 
the Foreign Correspondents' 
Club on a Friday. It's not deca- 
dent. It's the same as having a 
big dinner party." a 
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Precision 
handling by 
Komatsu. 


we contribute hydraulic gear pumps and 







Do you think big machines are all brawn and no brains? Not true! 
Consider the fact that great size and strength require equally great 
control. Which is why Komatsu machines can handle hard 
work and delicate tasks with ease. Now, our precision 


technology gets a tough workout in Formula One 


semiconductor pressure sensors to their 
fully active suspension. Komatsu con- 
struction and industrial machines bring 
new power and productivity to a fast- 
paced world. Thanks to brawn and brains. 







Komatsu's 
[ 


gear pump and sensor %& 
on Lotus Type 107B. 





racing. As a technical sponsor for Team Lotus, 





KOMATSU 


Head Office: 2-3-6 Akasaka, Minato-ku, Tokyo 107, Japan Phone: (03) 5561-2617 Facsimile: (03) 3505-9662 


OPPORTUNITIES! 


Yes, that's what's waiting for you in 


BANGLADESH 


Bangladesh is a land of opportunity for foreign investment. With liberal economic policies and a free 
market economy, along with specially designed programmes to attract foreign investors, 
Bangladesh is the key to your next economic success. Take a look at just a few of 
the benefits we offer. to help your business grow: 


ethe lowest cost production base on the globe 
*generous tax holidays 
*opportunities in virtually all industry sectors 
erelaxed foreign exchange controls 
*unlimited equity participation with no approvals necessary 
*easy access to work permits 
*simplified administrative procedures 


And many more incentives and programmes, all designed to make it easy for foreign investors to take 
advantage of opportunities for business growth and profit. 


There's never been a better time to invest in Bangladesh! 


For more information contact: 
Executive Chairman 


AT 880 (2) 833 626. Telex: 642 212 BOI BJ 


Board of Investment 
Prime Minister's Office 


Shilpa Bhaban, 91, Motijheel C/A 
Dhaka, Bangladesh 
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Alcatel. Solutions for we 


is why our 134,000 employees work in close 


As the world leader in communications 
systems, we are dedicated to bringing people 
together. 

As part of Alcatel Alsthosn, we believe that the 
best solutions stem from a combination of global 


experience and local understanding. Which 


partnership with our customers in over 110 
countries. Through Research and Development 
we are continually enhancing the capability 
and efficiency of communications networks. 


This includes such advanced services as 


A LLLE TTET 
aar e- 


broadband communications, corporate networks, V 


and the highly intelligent Global System for ALCATEL 


Mobile communications (GSM). 


And so, together with our customers, we E ates 
Number one worldwide in communications systems. 


continue to provide communications systems 
Alcatel n.v., World Trade Center, 
solutions, worldwide. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 








LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503-1530. 





Some Like It Not 
May I refer to your December 23, 1993, ar- 
ticle The East Is Hot? It is most gratifying 
to be reminded of the quiet but marked 
rise of “Chinese” films in world cinema or 
(more interestingly, perhaps, as your arti- 
cle would have it) in American cinema. But 
I would like to caution, if I may, against 
the kind of knee-jerk generalisation and 
bombast associated with Hollywood that 
your article purports not to be making but 
is in imminent dan- 
ger of doing so. Are 
such films ulti- 
mately destined to 
be a lumpen sub- 
genre in the Ameri- 
can movie industry 
because of that one 
part of their diverse 
genealogies that 
. owes itself to some- 
thing identifiably 
" Asian"? 

I should have 
been less surprised 
to see an article 
comparing Jurassic 
Park with Annie Hall 
on the grounds that both their directors 
happen to be Jewish. 

KHOO SU-LING 
London 


Lights Out 
With reference to your article Watts Less 
Is More [Oct. 28, '93], I should like to 
clarify some points about Hong Kong's 
power industry. Although the territory's 
demand for electricity has grown at a com- 
pound rate of approximately 10% per year 
for 30 years, consumers have benefited 
from the very reliable supply (in marked 
contrast to many other Asian countries). 
Also, the price of electricity in Hong Kong 
is among the lowest in the region. This abil- 
ity to maintain supply is possible because 
of our careful attention to demand fore- 
casting and our ability to fund the massive 
capital investment required to provide a 
new generating plant and its associated 
transmission and distribution equipment. 

Hong Kong utilities must justify the 
need for new power plants before being 
given permission by government regula- 
tors to build them. The utilities have no 
"guarantee" of profit or even a ^minimum 
return" on their investment. On the con- 
trary, there is a ceiling on a reasonable re- 
turn on investment, and it is simply not 
possible for utilities to make more money 
by selling more electricity. 

Advocates of a Demand-Side Manage- 


ment (DSM) approach often refer to the U.S., 
which, as your article rightly points out, 
has the most experience in this field. But 
conditions in the U.S. are very different 
from those in Hong Kong, especially re- 
garding climate and growth. This growth 
cannot be met by DSM programmes alone, 
and we do need to continue to build addi- 
tional generating capacity, including our 
Black Point Power Station, which inciden- 
tally will cost less than half of the HK$60 
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The Joy Luck Club: cult or classic? 


billion (US$7.7billion) incorrectly reported. 

Long-term planning is the key to suc- 

cessful electricity supply management. Our 

DSM efforts will continue and will undoubt- 

edly reduce future demand. But Hong 

Kong's dynamic growth dictates the need 

for expanded generating capacity to ensure 

we maintain high-quality reliable supply 
to our demanding customers. 

DOMINIC TAI 

Public Affairs Manager 

China Light and Power 

Hong Kong 


Careful, Now 

In The Freedom Trail [EDITORIAL, Dec. 30, 
'93 & Jan. 6], the REVIEW's usual prudence 
appears to have given way to euphoria. 
Commenting on a recent Freedom House 
report that documents a resurgence of po- 
litical repression, you suggest that all that 
may be true but certainly not in Asia (with 
the obvious exceptions). From there you 
get carried away. 

If your intent is only that things are bet- 
ter than they were, that is one thing; but 
you imply that with economic growth will 
come inevitable liberalisation and political 
liberty. May I suggest a more cautious 
stance. Asia's economic growth is undeni- 
able, but so is increasing evidence of wid- 
ening income gaps between rich and poor, 
persistent poverty (especially in rural ar- 
eas), labour repression, female exploitation 
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(especially in the service and manufactur- 
ing sectors), and so on. It is all very well to 
argue that economic growth has political 
consequences, but it is also necessary to 
recognise that the structure of that growth 
is what will have the most powerful conse- 
quences. The structure of economic growth 
in Asia is not a uniform basis for optimism 
about the inevitability of broader space for 
political liberty. 
BRUCE KOPPEL 
Vice-President for Research and Education 
The East-West Centre 
Honolulu 


Off the Map 
I refer to your December 16, 1993, article 
Arms for Eyes, in which you published a 
small map showing the whole of the 
territory adjacent to Burma as Indian terri- 
tory. Bangladesh is not shown at all, al- 
though the geographical area adjacent to 
the southwestern part of Burma indicated 
as India is definitely part of Bangladesh ter- 
ritory. We feel that the undesirable omis- 
sion of Bangladesh in the map may have 
created confusion among your readers. 
E S. A. JALAL 
Commissioner for Bangladesh 
Hong Kong 


Book Him 

While delighted with your inclusion of our 
book, The Hope and the Reality: U.S.-Indian 
Relations from Roosevelt to Reagan, in your 
special books section on India in your De- 
cember 9, 1993 issue, your reviewer, Roger 
Silverman, says little or nothing about the 
substance of the work. Instead, he uses the 
review as an occasion to vent his spleen 
about the slender character of the Indo- 
American relationship. Our book, the first 
of its kind, effectively brought together an 
exceptional group of former U.S. 
policymakers and scholars who covered a 
range of issues over an extended period of 
time. Admittedly, we chose not to include 
a separate chapter on the economic dimen- 
sions of the Indo-American relationship. 
However, had the reviewer cared to no- 
tice, virtually every chapter, and one in 
particular (on the Johnson era) had some- 

thing to say on that subject. 
HAROLD GOULD 
Visiting Professor of 
Anthropology and South Asian Studies 
University of Virginia 


SUMIT GANGULY 

Fellow, Woodrow Wilson International Centre 
for Scholars 

Washington, D.C. 
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setting an artificially high official exchange-rate for a 





EDITORIAL 


Money Talks 


or years China has taxed some investors at a rate far | 
higher than others. Not directly, mind you. But by | 











China unifies its exchange rates 


that the currency moves are only part of a larger effort to 
overhaul the entire tax and regulatory system. But as China 


| has found out at every other stage in its reform, opening the 


percentage of all incoming investment (Rmb 5.8 per US. | 
dollar at the end of December), foreigners have been forced | 
to pay more for their renminbi and thus more for their sup- | 


plies, salaries and rent. The effect has been just the opposite 
for the state-sector companies, which could buy the same 


foreign exchange — essential for paying for top-grade for- | 
eign machinery and equipment — at the same official rate. | 
Thus China's decision to start the year by replacing a dual- | 


rate system with a market-oriented managed float will help | 


make the whole system cleaner. 

The point about taxes is worth bearing in mind, because 
money, paradoxically, can have its own cost; any interfer- 
ence in its free exchange imposes a price that will some- 
where along the line be paid by someone. Because currency 
is now freely converted in much of Asia, no one has trouble 
getting foreign exchange and this cost-of-money problem 
does not exist. But once a government tinkers with rates, it 
makes black markets inevitable and invites official corrup- 
tion. China's swap centres, where the renminbi had been 
trading at a more realistic Rmb 8.7 per U.S. dollar, were set 
up in 1987 to get around the problem. And they did, han- 
dling more than three quarters of all foreign-exchange trans- 
actions. But China still "taxed" certain players either by lim- 


iting access to the centres or using their control to keep the | 
| in the budget due sometime next month. 


rates higher than the market would dictate. 


China's abolition of its official rate is a welcome sign that | 
the government wants a freer and more rational system. | 
| two months after Rajiv Gandhi. had been assassinated and 
_ the country was on the verge of bankruptcy. Within weeks 


Under the new system, the rate will be set based on an 
average of the previous day's swap markets. Unfortunately, 


it is still far from a convertible currency, and many of the | 
| the rupee, slash tariffs and cut government spending. In 


disincentives thus still apply. Some domestic firms that had 


enjoyed the subsidies of the official rates have now begun to | 


| raise prices. But many cannot raise prices without permis- | 





sion from the central government, inviting further distor 


tions. And while the new system is much freer than the one | 


it replaces, Beijing still plans to control the currency through 
other levers. 





market in one area creates trouble elsewhere so long as it 
insists on keeping some areas unfree. For just as it is essen- 
tial for governments to allow profits to be taken out if they 
want investments to come in, the best way to maintain sta- 
bility over prices is to stop controlling them. The law China 
really needs to pass is the one of supply and demand. m 


H , 
Singh's Song 
New lease of life for India's reform 
obody loves a finance minister, especially a good one. 
N The better these ministers are, the more they must 
say ^no": no to domestic interests clamouring for pro- 
tection, no to their bosses who want to jiggle with the cur- 
rency to boost political popularity and no to all the well- 
meaning proposals to use money that rightly belongs to the 
nation's taxpayers to fund various narrow causes, however 
worthy these causes may be. Among the world's finance 


ministers, India's Manmohan Singh ranks right at the top, 
and so it's no surprise that he has any number of enemies 


| after his head. The good news is that their recent failure to 


bring him down may herald an even greater burst of reform 


Certainly Mr. Singh knows how to use his time. When 
he took over as finance minister in June 1991, it was barely 


he had moved decisively to take on the licence raj, devalue 


successive budgets he has further liberalised trade and the 
convertibility of the currency. All this is beginning to pay 
off, as investment has started to come back into the country 
— not least the US$50 billion the Centre for Monitoring the 


| Indian Economy says is held by Indian nationals abroad. 


How fast China moves forward from here will have awe- | 
some implications for its relations with the rest of the world, | 
including its application to Gatt and its most favoured na- | 
tion (MFN) trade status with America. We continue to think | 
the Clinton administration reckless in its trade policies, wit- | 
ness the threat to cut off imports of Chinese textiles if Wash- | 
| ruption and a maze of regulations still prevents India from 
tion Beijing is stuck with, and China will be in a far better | 
position to press its case for Gatt membership and MEN if it | 
makes concrete moves to end market distortions character- | 
| not to strike now while he enjoys the advantage, and all the 


ington doesn't get what it wants. But this is the administra- 


istic of a socialist state. 


Chinese leaders appear to realise this, especially given | 


But Mr. Singh’s real test comes now. The failure of his 
parliamentary critics and the defection of an opposition fac- 
tion that now gives the Rao government an absolute major- 
ity together give the finance minister his strongest hand yet. 
He will need it, for as far as India has come it still has plenty 
far to go. Labour laws remain absurd, state controls on sig- 


nificant sectors of the economy invite inefficiency and cor- 


realising its true potential. The worst of all worlds would be 
to relax reform at this rfid-point, maximising the pain and 
allowing opponents to ré-group. Mr. Singh would be a fool 


evidence suggests he is no fool. " 
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SOMEONE INFLUENCES 
MODERN DUTCH PAINTING 
MORE THAN REMBRANDT, 
VAN GOGH AND MONDRIAN 
PUT TOGETHER. 













A new school of thought 
is sweeping through modern 


Dutch painting. Its influence 





green period. The paint waste 
treatment facility, at Moerdijk, 


opened in early 1993 and is the 


40% industrial waste, and the 
rest household or municipal. 

So how does it work? Let us 
put you in the picture. 

Whole cans of paint, full or 
empty, are shredded and 
recyclable materials such as 
plastics and metals (which are 
resold as scrap) are reclaimed; 


and the paint waste is mixed 





can be seen in a change of 
technique from the most 
inept of handymen to the 
skilled master. 

What’s more the whole 
movement has the backing 
of the Dutch government. 

A country, famous for 
centuries for its painters, 
is today earning a new 
reputation for recycling 


its paint. When the Dutch 





redefined paint waste as 





with a solvent to produce 
a fuel that can be used in 


cement kilns as industrial 





incinerators. 

During a year, we can 
expect to recover around 
15,000 tonnes of fuel. In 
equivalent terms, that’s 
enough power for around 
3,000 homes. 

As recycling facilities 


go, the Moerdijk paint 





waste plant is state of 





a hazardous material, we 
co-operated with the environ- 
mental authorities, to design, 
build and operate a plant to 


treat it. With our help, Dutcli 





only one of its kind in Europe. 


At present, it handles 24,000 


tonnes of paint waste a year ~- 





the art. But, then again, the 
Dutch have always known how 


to handle their paint. 








Waste Management International plc 


LOCAL PRESENCE, GLOBAL KNOW-HOW 


painting has now entered its 
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warlord Khun Sa has been the 
predominant player in the area's thriving 
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KING Burmese army, Khun Sa's days may 

finally be numbered. However, as Bertil 
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demise, and it now appears that Khun Sa’s 
fall will have much less impact on the 
region’s narcotics production than Western 
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THE JAPANESE DEFENSE AGENCY DIDN'T 


SELECT 30 OF THEM FOR THE WALNUT TRIM. 





The Japanese are perhaps the most discerning 
buyers on earth. Their standards for quality are un- 
compromising, to say the least. So it comes as no 


surprise that when they needed a new fleet of search 


And this legendary workmanship is complement- 
ed by the Hawker's expansive cabin and unmatched 
cruising range. All of which explains why it has 


become the world's most popular midsize jet. 





and rescue aircraft, they selected the Hawker 800. 
Since its introduction, this jet has proven to be 
one of the most reliable and most precisely engi- 
neered aircraft on earth. From tip to tail, it is built 
without compromise. Wing skins and ribs are milled 
from solid aluminum billets. Traditional riveting, 
the industry's most proven construction technique, 
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is used to ensure 






maximum 


strength. 


©1994 Raytheon Corporate Jets, lnc 


We invite you to experience a Hawker 800 first- 
hand. Because if you're anything like the Japanese 
Defense Agency, it will take a lot more than an 
ordinary business jet to impress you. 

For more information call Raytheon Corporate Jets 


at 1-800-374-4224 or outside the U.S. dial 501-399-4160. 
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INTELLIGENCE 


| Unwelcome Guest 


Indonesian and Malaysian diplomats 
are unhappy about Thailand's decision to 
invite the Burmese foreign minister as its 
guest to the Asean ministerial meeting. 
Last year, Bangkok’s effort to invite Burma 


was scuttled because of Jakarta and Kuala | 


Lumpur's opposition. However, as the host 
of this year's Asean meeting, Thailand is 
exercising its prerogative to invite its own 
guest. Indonesia and Malaysia are worried 
that the invitation will embroil Asean in a 
controversy with Western countries. 


Zen Mediation 


During a recent visit to Bangladesh, In- 
dia’s Commerce Minister Pranab Muk- 


herjee took with him a gleaming new Zen | 


sedan as a present for President Khaleda 
Zia. The Bangladeshi president's aides ad- 
vised her against taking the gift, and asked 


Mukherjee to donate it to the Foreign Min- | 


istry. Upset with this rebuff, the Indians 


decided to withdraw the gift. The car, | 
| which is the latest model produced by In- 
dia’s Maruti Udyog, was left in Dhaka to | 


be sold. 


AWACS Imbroglio 


Senior bureaucrats say rumours have 
emerged in Tokyo that the surprise resig- 


| nation of Japan Defence Agency head 
| Keisuke Nakanishi in December was | 


prompted by his involvement in irregulari- 


| ties relating to the planned purchase of two 


Airborne Warning and Control System 
(AWACS) aircraft from the United States. 
Nakanishi, who is a right-hand man of key 


coalition government power-broker Ichiro | 


Ozawa, quit the director-general's post af- 
ter saying Japan's pacifist constitution was 
outdated and ought to be reviewed. 


Jogging Memories 


On a recent trip to Rangoon as head of 
a congressional delegation, U.S. Sen. Larry 


| Pressler sought a meeting with the in- 


carcerated democracy leader Aung San 


| Suu Kyi. After the Burmese authorities 


turned down his request, the senator went 


for a morning jog past the residence where | 
| the Nobel prize-winning leader is under 


house arrest. Pressler found the sidewalk 
blocked off and soldiers standing guard at 
the door. 


Power Surge 


In its first move into Indonesia, Hong 
Kong-based infrastructure giant Hopewell 
Holdings has been given a letter of pre- 
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| liminary approval to build two 660-mega- 
| watt coal-fired power units for Jakarta's 
Department of Mines and Energy. The let- 
ter was issued on December 24 after a se- 
ries of meetings between Hopewell man- 
aging director Gordon Wu and Indonesian 
officials. 


Business and Pleasure 


The chief diplomatic goal of Taiwanese 
Premier Lien Chan's "vacation diplomacy" 
in Malaysia and Singapore from December 
| 30 to January 5 was to persuade those gov- 
ernments to let President Lee Teng-hui at- 
tend this year's summit meeting of Asia- 
Pacific Economic Cooperation forum lead- 
| ers to be held in Indonesia. Beijing forced 
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| Taiwan’s Lien: friendly persuasion. 


| Taiwan to send a lower-level official to the 
Seattle summit last November, but Taipei 
has argued for its right to be represented at 
future meetings by its top leader. The 
Southeast Asian nations have close infor- 
mal relations with Taiwan, and Philippine 
President Fidel Ramos is believed to sup- 
| port Lee’s attendance at the Indonesian 
summit. 


| Murdoch’s Move 


Rupert Murdoch prefers to control 
companies in which he invests. But given 
the sensitivities of some Asian govern- 
ments, the media baron cannot always be 
seen to have his way. Consider StarTV's 
recent purchase of a stake in popular In- 
dian broadcaster ZeeTV. StarTV an- 
nounced it had bought 49.9% of ZeeTV's 
Hong Kong-based parent, Asia Today. 
Close, but not quite a controlling stake. Or 
was it? Insiders say that in a simultaneous 
deal with ZeeTV founder Subhash 
Chandra, Murdoch secured an option to 
buy enough shares to nudge his stake just 
over 50%. Murdoch could exercise his op- 
tion at any time, but with control of 
| ZeeTV effectively within his grasp, why 
spoil appearances? 
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"RUN. SEEN 
a IN ALL 
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MOST 
FASHIONABLE 
PLACES. 








hn the urgent shipment of initial designs and samples to 
the economical distribution of finished product, 

UPS is becoming a fashionable choice in the fashion world. 
However you send your shipments, Express or Expedited, 
they never leave our control, and they are delivered 
with the same UPS predictability. 

Quite simply, you know in advance when deliveries will be made. 
Once you've trusted us with a shipment, 
you'll know why we are talked about 
from Hong Kong to Paris to Milan to London to... 
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As sure as taking it there yourself. 

















In Other Words 


“The traitor Kim Young Sam's 
provocation against the North 
over its 'suspected nuclear 
development’ is an act of one 
who has lost a normal mode of 

thinking. " 

North Korea's Rodong Sinmun 
newspaper, taking to task South Korean 
President Kim Young Sam for criticising 
the North over its attempt to develop a | 2:8 

nuclear weapon. A d 
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“If you're driving a 
Rolls Royce, no one looks at 
you. But when you're on the 
highway on your Harley, the 
cars slow down and pass you 
and slow down again. ” 


Wilson Ng, a 59-year-old Hong Kong business executive 














NEWS ITEM: PHNOM PENH GOVERNMENT OFFERS TO DISCUSS A KHMER ROUGE ROLE 
AFTER THEY ACCEPT CEASE-FIRE. 


* Should be, should be, should be, yes. ” 


Former Portuguese Gen. Carlos de Melo in Jakarta, 
who drives a bright turquoise Harley-Davidson motorcycle after being asked whether Portugal should restore 
diplomatic relations with Indonesia. Relations were 

cut in 1975 following Indonesia's invasion of 


East Timor. 
“ Since she doesn't know Cantonese, we will 


and is the oldest member of a local motorcycle club. 


avoid many arguments. " 


“If you compare what we have here with the 

Poon Shu-chi, a resident of Hong Kong, on his new wife, best of French wines, we are definitely not 

Tran Thi Thuy, a Vietnamese refugee from the Whitehead there. But if you compare it to the worst of 
Detention Centre. The two were allowed 20 minutes 


s c». 55 
together as husband and wife before the bride was returned French wines, we are definitely better. 
to Whitehead. It sometimes takes as much as a year before Kanwal K. Grover, owner of a vineyard just north of 
Vietnamese brides are allowed to leave the camps to live Bangalore, on how his Indian wines stack up against the 
with their husbands. French. 





* My view is that if the taxi 
drivers, prostitutes and 
housewives are in, it's OK 
to keep buying because 
they're hungry and have the 
financial acumen. It'S when the 
doctors and lawyers start 
buying that you better start 

liquidating. ” 
U.S. fund manager on the stock-buying 
spree in Singapore. 








“For a business investor 
today, it's pure chaos — and 
that's not too strong a word. " 


. 

Peter Badore, general manager of 
NEWS ITEM: RED TAPE HAMPERS FOREIGN INVESTORS IN VIETNAM. Chrysler's Asian-Pacific region, on foreign 
investment in China. 

Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503-1530. 


Tuoi Tre, Ho Chi Minh City 
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Americans and Vietnamese in Hanoi march for normalisátión of ties. They may soon get their wish. 


FOREIGN 


RELATIONS 


Approaching Normal 


The U.S. business community is stepping up pressure on 
Washington to lift the trade embargo on Vietnam, but many 
relatives of MIAs remain ardently opposed to normalisation. 


By Susumu Awanohara in Washington - 


front- -page New York Times story on 
A New Year's Day put a rude end to 

the holiday season for Ann Mills 
Griffiths, the once-powerful executive di- 
rector of the National League of Families, 
the premier advocacy group for the more 
than 2,000 United States military personnel 
still missing from the Vietnam War. 

The same newspaper story was much 
more warmly received by the director of 
the U.S.-Vietnam Trade Council, Virginia 
Foote. As the new year opened, Foote was 
completing preparations for a banquet in 
Ho Chi Minh City nine days later at which 
representatives of 15 major American cm- 
panies were to host a large U.S. Congfes- 
sional delegation, including seven senators 
and their wives. 

The Times story said that the U.S. ad- 
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ministration, recognising the progress 
made by Hanoi in determining the fate of 
Americans missing in action, or MIAs, 
would further ease the trade embargo 
against Vietnam in early 1994. 

The next day, a Washington Post story, 
citing newly released documents, claimed 
that some U.S. airmen held as prisoners-of- 
war (PoW) in Laos during the Vietnam 
War may have been knowingly abandoned 
by Washington when the war ended. 
"PoW Pilots Left in Laos, Files Suggest," 
screamed the Post headline. 

As Johns Hopkins University's Indo- 
china specialist, Fred Brown, sees it, the 
Times story highlighted the "success" of 
Assistant Secretary of State Winston Lord's 
recent trip to Vietnam. It also acted as a 
trial balloon for the idea of normalisation. 
The Post story reflected efforts by anti-nor- 
malisation forces to block progress in 
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Washington-Hanoi ties, he believes. 

While the two stories stirred up a typi- 
cal round of flag-raising and counter- 
attack, Brown and most other observers are 
fairly certain that normalisation is not far 
off. In addition to Lord and the seven sena- 
tors, the commander in chief of the U.S. 
Pacific Command, Adm. Charles Larson, 
will soon become the highest U.S. military 
official to visit Vietnam since U.S. troops 
withdrew almost two decades ago. 

In a separate sign that bilateral ties are 
warming, the U.S. Treasury has just issued 
surprisingly liberal rules concerning 
American companies' participation in 
Vietnamese projects funded by interna- 
tional financial institutions. In addition, an- 
other big U.S.-Vietnamese search for MIA 
remains is now under way. A move by 
President Bill Clinton to relax — or maybe 
even lift — the embargo is imminent, many 
feel. 

"That would be payment in advance, 
hoping that Vietnam would respond in 
good faith,” fumes anti-normalisation ad- 
vocate Griffiths, 52, in her office a few 


JANUARY 20, 1994 


x 
o 
È 
z 
o 
g 
z 
i 
z 
$ 
= 
E: 
3 





—————————————————————— !("———————————ÁÉBáÉÁHM'!"""""-— 


blocks from the White House. "We're 
against it." 

Griffiths contends that Hanoi could im- 
mediately return the remains of hundreds 
of Americans if it made up its mind to do 
so. Griffiths points out that she is not one 
of the "PoW /MIA crazies” who claim that 
Hanoi is still Keeping American prisoners 
and that Washington has been a partner in 
this alleged conspiracy. But she insists that 
the Vietnamese should be pressured to do 
more on the MIA issue. 

She repeated her case in an angry letter 
— as yet unpublished — to the New York 
Times, castigating an editorial on January 6 
entitled "Vietnam: An Outdated Em- 
bargo." The editorial began: "Put aside, for 
a moment, the emotional claims of a war a 
quarter-century ago that nearly tore 
America apart. The best reason to end the 
U.S. economic embargo on Vietnam is that 
it no longer serves American interests." 

The editorial ignored “Vietnam’s ability 
to rapidly account for hundreds of Ameri- 
cans,” Griffiths complained, adding that 
“these are not ‘emotional claims’ but veri- 
fied by U.S. intelligence and forensic evi- 
dence.” 

She speaks with considerable authority 
about such evidence because for many 
years she was privy to it. Griffiths rose to 
national prominence when the Reagan ad- 
ministration gave PoW/MIA accounting a 
high priority. She came to play a pivotal 
role, sitting on the government's inter- 
agency group on PoW/MIAs with senior 
officials of the National Security Council, 
the Pentagon and the State 
Department. She also par- 
ticipated in the U.S. Gov- 
ernment's talks with Ha- 
noi and Vientiane. 

Griffiths’ extraordinary 
access cut two ways, how- 
ever. While it gave the 
National League a special 
status in the government's 
eyes, it also drew criticism 
both from the “PoW/MIA 
crazies” and from those 
who advocated early nor- 
malisation with Vietnam. 
Bill Herod of the non- 
profit, pro-normalisation 
group, Indochina Project, 
says: “Because of her, U.S. policy towards 
Vietnam was determined by the narrow — 
albeit deserving — concerns of the [MIA] 
families.” 

Eventually, the Bush administration 
grew weary of Griffiths’ dogged campaign 
and, as she puts it, “unilaterally stopped 
calling the inter-agency group meetings.” 
Instead, an inter-agency Indochina Policy 
Group, without National League represen- 
tation, has dealt with the PoW/MIA issue 
since last fall. 

Clinton officials have kept a distance 
from Griffiths, who does not hide her dis- 
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For normalisation: Foote wants 
the Vietnam embargo ended. 


dain for what she calls “the wishful think- 
ing and distortions of reality by the [Clin- 
ton] bureaucracy.” The White House’s Na- 
tional Security Council staff, being sensi- 
tive to domestic politics as well as foreign 
policy, has given her some access. But the 
more outwardly-oriented State and De- 
fence departments have progressively 
squeezed her out the policy debate. 
Griffiths is determined to make sure that 
Clinton keeps his word. Perhaps to com- 
pensate for having avoided the draft dur- 
ing the war, Clinton has not been shy about 
taking a hawkish line on the normalisation 
issue. At Griffiths’ prompting, Clinton 
pledged not to accept “mere activity by Vi- 
etnam on PoW/MIA issues as ‘progress’.” 











Against normalisation: Griffiths with picture 


of her MIA brother. 


Like other relatives of 
MIAS, Griffiths can cite the 
exact date when her loved 
one was lost in action. 
That date for her is Sep- 
tember 21, 1966 when her 
brother James Mills went 
missing during a night 
mission over North Viet- 
nam on a U.S. Navy air- 
craft. “Jim,” who would 
be 54 this year, has not 
been heard from since. “In 
1966, I was at home in 
California and having 
children,” she recalls, adding, “MIA ac- 
counting can't be over quickly enough to 
suit me, I'll tell you." But this does not 
mean that the effort should be abandoned, 
which is what she fears is happening. 

The U.S.-Vietnam Trade Council's Vir- 
ginia "Ginny" Foote disagrees with 
Griffiths’ claim that the Vietnamese are 
dragging their feet on MIA accounting. “I’m 
not an expert, but all the experts say Viet- 
namese cooperation has been excellent," 
she says. While perhaps not an expert her- 
self, Foote is on good terms with just about 
all the people who would fit that charac- 
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terisation, including the commander of the 
"Full Accounting" task force, Maj.-Gen. 
Thomas Needham. Being "a cagey player 
in the Vietnam game," as Johns Hopkins' 
Brown puts it, Foote can deal with the Vi- 
etnamese, U.S. legislators, veterans, the 
mandarins of the State and Defence depart- 
ments, and the business community. 

Foote's age (she is 38) may also be an 
advantage. "Im young enough that the 
war had relatively little impact on me," she 
says. She had a few good friends in high 
school whose older brothers served in 
Vietnam and suffered, “but I can't say that 
I experienced great pain, or guilt about 
hurting the Vietnamese people," she says. 

"Ginny did not get drawn in to all the 
fights of that period, so 
she's not ideological," says 
her husband Lindsay 
Mattison, who is older and 
was an anti-Vietnam War 
activist. "As I watch her 
deal with issues that are 
very emotional for other 
people, she doesn't react in 
the same way. She is calm, 
non-partisan and sane. She 
can deal with reality." 

What got Foote started 
was a college background 
in Third World economics 
and a desire to promote 
economic development. In 
1989, she visited Vietnam 
where then Foreign 
Minister Nguyen Co 
Thach convinced her that 
some Vietnamese leaders 
wanted economic reform. 
"We've squandered our victory and im- 
poverished ourselves," Foote remembers 
Thach saying. Foote has pushed on also 
because, as she puts it, she has "a rather 
chauvinistic view of America's decency 
and of its ability to be useful to the Viet- 
namese." 

Foote has organised business efforts to 
persuade the White House to move for- 
ward. “The net effect of the American em- 
bargo is not to deny Vietnam access to 
Western technology and financing, but 
rather to penalise U.S. companies to the 
benefit of our foreign competitors," stated 
a letter to Clinton signed, at Foote's urging, 
by 20 major U.S. companies. 

At the January 9 banquet in Ho Chi 
Minh City, Foote had U.S. businessmen tell 
the senators how much business they were 
losing to foreign competitors because of the 
U.S. trade embargo. Listening to the woes 
of Boeing, McDermott, General Electric and 
others, the chairman of the Senate Energy 
Committee and head of the delegation, 
Benhett Johnston, responded by saying 
thatfit was time to lift the embargo. “I’ve 
been up this hill many times before, but 
this time I think it's going to happen,” 
Foote told the REVIEW. " 
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TAIWAN 


Breaking the Rules 


Parliamentary row over burgeoning presidential power 





By Julian Baum in Taipei 
he chaos that struck Taiwan's legis- 
í lature in late December was more 
than the usual fuss over violations 
of democratic procedure. The throwing of 
chairs and ripping out of microphones 
were the desperate acts of opposition par- 
liamentarians who have found it almost 
impossible to stop the ruling Kuomintang 
(KMT) from forcing through important bills 
without debate. 

The incident in question would be 
comic if it were not so serious, say law- 
makers. With a pink trash-can planted on 
his head by a female oppositionist, the 
deputy speaker of the parliament over- 
rode opposition attempts at a filibuster and 
declared the passage of three sensitive bills 
on December 30. The speaker's decision 
was a clear violation of parliamentary 
rules, and in the fighting which broke out 
over the pre-emptive call for a vote no one 
was sure which versions of the bills had 
been presented. There was no second or 
third reading as required and no discus- 
sion. Yet President Lee Teng-hui signed the 
bills within hours and complimented the 
KMT whips on their achievement. 

The episode brought criticism even 
from pro-government commentators. Law- 
makers from the opposition Democratic 
Progressive Party and the Chinese New 
Party are demanding the impeachment of 
the speaker and deputy speaker over the 
case. They argue that parliamentary lead- 
ers let themselves be used by the ruling 
party and failed to protect the legislative 
process. 

"The violations were so blatant,” oppo- 
sition legislator Frank Hsieh told a Taiwan- 
ese-language radio audience a week later. 
“We are going to embarrass the KMT, push 
them into a corner and force them to admit 
what they did was wrong.” 

The reason for such KMT high- 
handedness was the rush to legalise two 
controversial security agétacies and a presi- 
dential personnel organisation whose man- 
dates were to expire at the end of 1993. 
They include the National Security Coun- 
cil, set up by Gen. Chiang Kai-shek as his 
government's supreme decision-making 
body, one which over-rode the cabinet and 
legislature, and the National Security Bu- 
reau, Taiwan's top intelligence organisa- 
tion, which oppositionists said once served 
as the presidential spy agency. The buftau 
is subordinate to the council, though it in 
fact answers only to the president, who is 
the council's chairman. 
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Lee's political style worries his critics. 


The flap over the KMT's legislative 
ramrodding is only the latest chapter in the 
three organisations’ ambiguous legal his- 
tory. The agencies, which presidential loy- 
alists claim are indispensable, operated for 
over a decade before they were first given 
constitutional authority in 1967 under the 
terms of an emergency wartime decree. 
President Lee lifted that decree in 1991, but 
not before the National Assembly passed a 
special constitutional amendment extend- 
ing their organisational life until the end of 
last year, giving the legislature time to le- 
galise them. 

At issue is considerably more than just 
legislative process, though for many con- 
cerned with strengthening Taiwan's de- 
mocracy that question transcends all oth- 
ers. Also at stake is the balance of powers 
enshrined in the constitution. Opposition 
politicians and some KMT members believe 
that the retention of these agencies under 
the presidential office potentially gives the 
president more power than is warranted 
and moves the country closer to a presi- 
dential form of government. 

In ramming through the organisational 
bills just before the deadline, the opposition 
said the KMT broke a promise to allow full 
discussion. Ruling party leaders say, how- 
ever, that the opposition's attempted fili- 
buster of the bills would have forced the 
organisations to close down, though why 
the KMT waited until the last minute to push 
the bills is not clear. Opposition politicians 
did bring some revisions to the draft bills to 
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make the agencies more accountable, but in 
the confusion of voting the original version 
of the Personnel Administration Act was 
passed, apparently by mistake. 

“We face a very crucial problem with 
these changes,” commented constitutional 
scholar Hu Fu of National Taiwan Univer- 
sity. “We basically have a parliamentary 
system. Yet the president is accumulating 
a lot of power and he’s not responsible to 
the legislature.” Hu said that if President 
Lee continues in this direction, it will re- 
quire more constitutional revisions to re- 
structure the government and make the 
president more accountable. “I don't think 
this is a good way to go," he added. "It 
would destroy our whole constitutional 
structure." 

In opposing the legislation, the pro-gov- 
ernment United Daily News observed that 
these organisations are holdovers from the 
martial law years and should not be con- 
tinued in their current form. They violate 
the principles of balance of power and re- 
sponsibility outlined in the constitution, the 
newspaper said in an editorial, and co-opt 
authority that belongs to the cabinet and 
not to the president. The conservative daily 
described the new laws as major constitu- 
tional amendments in the form of legisla- 
tive acts. 

President Lee is expected to reveal more 
measures to strengthen his presidency 
when the KMT proposes further constitu- 
tional reforms to the National Assembly in 
March. “I’m worried that we are entrust- 
ing too much power to one person without 
demanding any accountability,” said a sen- 
ior staff member in the legislature. 

The dispute has been heightened by the 
past abuses of power exercised through 
these agencies which gave the president 
extra-constitutional authority. Since the late 
1980s, however, the National Security 
Council has fallen into disuse as decision- 
making has shifted away from the presi- 
dency to the cabinet and the legislature. 
Gen. Chiang Wei-kuo, the council’s secre- 
tary-general from 1986-93 and the only sur- 
viving son of Chiang Kai-shek, often com- 
plained that the president would not con- 
vene a meeting of the council, reportedly 
because it was dominated by conservative 
old guards who until recently held many 
top posts. 

Now sources say Lee would like to re- 
vive the council, which is modelled on one 
with an identical name and similar role 
which serves the president of the United 
States. The revived council would have an 
expanded membership including experts 
from outside the government as well as top 
defence and foreign policy officials from 
the cabinet and the military. “Everything 
depends on how the president uses the 
council,” says Andrew Yang of the Centre 
for Advanced Policy Studies. “It could play 
an important role in future decision-mak- 
ing.” a 
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“Entrepreneurial” 

The business traveler's ideal - 4 floors of 
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HONG KONG 


MAKE IT YOUR BUSINESS HOTEL IN HONG KONG 
JW Marriott Hotel Hong Kong (852) 810-8366 , Fax: (852) 845-0737 
Pacific Place, 88 Queensway, Hong Kong Island 


Bangkok (66) 2-251-0414 Jakarta (Q2) 21-570-4287 Kuala Lumpur (60) 3-291-8584 
. Singapore (65) 334-6216 Sydney Toll Free 1-800-251-259 
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NORTH KOREA 
Nuclear Talks 


With North Korea having 
agreed to allow international 
inspection of seven of its 
nuclear sites, Pyongyang and 
the International Atomic 
Energy Agency (IAEA) were 
expected to start discussing the 
terms of the inspections by 
mid-January. However, an 
IAEA spokesman said no 
progress was expected on 
inspections of two undeclared 
sites suspected of involvement 
in a covert nuclear arms 
programme. 





CAMBODIA 

Intensified Battles 

An upsurge in fighting 
between Khmer Rouge 
guerillas and Cambodian army 
units is likely to be the 
precursor of a major effort to 
recapture the rebels’ northern 
headquarters, UN officials and 
senior army commanders said. 
The capture of the 
headquarters would neutralise 
the Khmer Rouge in northern 
Cambodia, putting the 
government in a strong 
position in reconciliation talks 
with the guerillas. 





Pairin calls for elections. 


MALAYSIA 


Assembly Dissolved 

Datuk Seri Joseph Pairin 
Kitingan, the maverick chief 
minister of Sabah, dissolved 
the Legislative Assembly of his 
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East Malaysian state and called 
for elections. Pairin’s January 
10 announcement was made 
16 months before the expiry of 
his government's term in 
office. Under Sabah's 
constitution, a state election 
must be held within 60 days of 
the dissolution of the 
assembly. 





INDIA 


Kashmir Move 


Former Kashmir Chief 
Minister Farooq Abdullah 
returned from his self-imposed 
exile in Britain on January 6 
and went immediately for 
talks with Governor K. V. 
Krishna Rao and other officials 
in the strife-torn state. 
Abdullah's National 
Conference state government 
was dismissed by New Delhi 
in January 1990 as Kashmir's 
anti-Indian insurgency 
mounted. It was replaced by 
central government rule. 





UNITED STATES 
Halperin Drops Out 


Morton Halperin, nominee for 
US. assistant secretary of 
defence for democracy and 
peacekeeping, has withdrawn 
from consideration for the 
position. Conservatives had 
criticised Halperin for his anti- 
Vietnam War activities and 
support for left-of-centre 
political movements. 





BURMA 
Peace Talks 


Preliminary peace talks 
between the Rangoon 
government and ethnic Karen 
insurgents have begun in the 
Karen state capital of Pa-an. 
The Karens, acting under Thai 
pressure, are insisting they are 
negotiating “on behalf of the 
Democratic Alliance of 
Burma," an umbrella 
organisation of nearly 20 anti- 
Rangoon forces. Rangoon, 
however, insists it won't hold 





Karen rebel: time to talk. 


talks with the Alliance as an 
organisation and will only 
make separate deals with 
individual ethnic rebel 


groups. 





JAPAN 


Bribery Probes 


The Tokyo Public Prosecutor's 
Office has begun investigations 
into bribery allegations against 
two former cabinet ministers, 
Japanese media reported. The 
two are Kishiro Nakamura, 
who was minister of 
construction until August 1993 
and Hideo Watanabe, 
minister of posts and 
telecommunications from 1991 
to 1992. 





PHILIPPINES 
Top Rebel Captured 


The outlawed Communist 
Party of the Philippines 
suffered a further setback on 
January 10 when government 
troops captured the party's top 
official in the central Visayas 
region. Senior military officers 
on the island of Negros said 
they had arrested Arturo 
Tabara, head of the party's, Se 
Visayas Commission, which 
conducts all guerilla activities 
in the region, and four other 
senior Officials. 
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CHINA 
Corruption Suspects 


Chinese authorities announced 
the arrest of 300,000 officials — 
one fifth of all cadres — in 
eastern China's Anhui 
province on corruption 
charges. According to the 
Xinhua newsagency, the 
officials embezzled a total of 
Rmb 826 million (US$141 
million). 


U.S. Satellite Sale 


Under lobbying pressure from 
aerospace firms, Washington 
will allow the sale of some 
telecommunications satellites 
to Beijing. The Commerce 
Department, whose export 
rules are not bound by the 
Missile Technology Control 
Regime, announced approval 
of the sales despite State 
Department sanctions against 
China for its alleged M11 
missile sales to Pakistan. 





AFGHANISTAN 


Refugee Stream 


Thousands of Afghans have 
fled to Pakistan to escape 
factional fighting in Kabul and 
elsewhere in the country. 
Nearly 10,000 people crossed 
into Pakistan on January 8 
alone, following a temporary 
ceasefire in Kabul after appeals 
by Pakistan and the United 
Nations to allow diplomats 
trapped in the city to leave. 


Number of refugees in Asia 
adsis 
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Black Rice 


Y ^e 
‘Free’ traders erode bureaucrats’ control 


By Charles Smith in Tokyo | 


n most weekends, a van parked in 

the forecourt of a supermarket in 

one of Tokyo's northwestern sub- 
urbs sports a provocative sign: "I am a 
black market rice dealer." The owner, 
Isonobu Kawasaki, is a farmer and small 
businessman who has made a career out of 
thumbing his nose at one of Japan's most 
notorious bureaucracies, the Food Control 
Agency. 

Staffed by some 12,000 officials, includ- 
ing top graduates of the prestigious Uni- 
versity of Tokyo, the Food Agency over- 
sees every stage of rice marketing and dis- 
tribution from field to supermarket shelf. 
But a combination of circumstances, rang- 
ing from market deregulation 
to bad harvests, appear to be 
conspiring to cut the agency's 
power. 

The cold snaps which hit 
Japan in summer and autumn 
last year have pushed the 
price of rice on the black mar- 
ket to new highs. As a result, 
up to a third of the total rice 
crop will be traded illegally 
this year. And if that propor- 
tion rises much more, says 
Takeshi Domon, a freelance 
writer who fancies himself as 
Japan's answer to American 
consumer advocate Ralph 
Nader, then the Food Agency 
will have lost its raison d'etre. 

Kawasaki's blatant defi- 
ance of the agency has won 
him an indictment and could 
in theory land him in jail for six months. 
But he is certainly in tune with the times. 
While about 6 million tons of rice per year 
is still either purchased directly by the gov- 
ernment or handled by approved dealers 
— who have to buy and sell at prices set 
by the Food Agency — about 4 million tons 
escapes the net. Half of this stays on the 
farm, but another 2 million tons enters the 
black market, where dealers like Kawasaki 
are willing to pay up to 40% more than the 
government for top quality rice. 

At the retail end, licensed outlets are 
increasingly being challenged by "free" 
traders who may be specialists like 
Kawasaki or retailers who simply wapt to 
widen the range of commodities theyssell. 
More than 70,000 licensed retailers sell rice, 
but an estimated 200,000 other outlets, 
ranging from petrol stations to convenience 
stores, are now selling without licences. 
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Black marketeering in homc- T rice 


is not the only threat to the food control 
system, says Domon. The lifting of Japan's 
rigidly maintained ban on rice imports as 
part of the Uruguay Round settlement 
means that artificially fixed domestic prices 
for rice will eventually have to be adjusted 
to meet competition from imports, which 
could cost anything from one-half to one- 
tenth as much as home-grown rice. 

But the impact of imports on the system 
will not be immediate. Under the "mini- 
mum access" formula agreed to under 
Gatt, Japan will be allowed to keep imports 
down to a pre-arranged proportion of do- 
mestic consumption for the first six years 
after the market is opened in 1995, switch- 
ing to "tariffication" — the control of im- 





Kawasaki (inset) makes no secret of his 
‘free’ rice trade. 





ports through tariffs — only in 2001. 

While minimum access continues, the 
Food Agency will be empowered to ap- 
point the trading companies that are al- 
lowed to handle rice imports, and will 
pocket the difference between the low 
world market price for rice and the much 
higher Japanese domestic price. Minimum 
access is thus a potential gold mine for the 
Food Agency, but only so long as the ac- 
tual volume of imports can be limited by 
the government. Once the market becomes 
free it will be difficult, if not impossible, for 
the agency to maintain control over any 
aspect of rice marketing. 

The government's stranglehold on the 
purchase of rice helps it to enforce the 
policy of "voluntarily" reducing rice acre- 
age that the Ministry of Agriculture intro- 
duced in 1969 to combat overproduction. 

In consensus-oriented Japan, individual 
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.'* farmers seldom resist orders to reduce rice 
. acreage. Farmers who do resist are liable to 


\ punishment, says Hiroshi Tsuchiya, head 


;. | of the rice department at the Central Fed- 


|! eration of Agricultural Cooperatives. Sub- 


/ sidies may be withheld by the local nokyo 


(agricultural cooperative) and "rebel" 
farmers may find that they cannot sell their 
rice at the officially approved collecting 
point. 

In Kawasaki's case, the policy of not 
buying from rebels backfired against the 
system. The owner of a tiny 12-hectare 
farm in Toyama prefecture, Kawasaki was 
an "outsider" in his local community. From 
the start he refused to accept guidelines on 
the amount of rice he could grow, and — 
unlike most farmers — he had taken the 
precaution of diversifying into retail trade. 
When his local cooperative stopped buy- 
ing his rice after he rejected an acreage re- 
duction order in 1982, he began selling di- 
rect to consumers through a furniture store 
his family owned. 

The rice — offered at half the official 
price — disappeared quickly, not only be- 
cause it was cheap but be- 
cause the “flavour was differ- 
ent." From there, it was a 
short step to buying rice from 
other farmers and local trad- 
ers who were willing to short- 
circuit the cumbersome offi- 
cial system. “I paid 10% to 
15% more for the rice I bought 
than other dealers, but I could 
keep prices down because | 
had no overheads,” says 
Kawasaki. “I soon found eve- 
ryone wanted to sell to me. I 
even did business with the 
nokyo for three years, though 
they were supposed to be the 
main beneficiaries of the offi- 
cial trading system.” 

Today Kawasaki runs a 
chain of seven “free” rice 
stores in and around Toyama 
city, besides making the seven-hour road 
trip to Tokyo every weekend to sell in the 
supermarket parking lot. The rice he buys 
still has to be collected in unmarked vans 
in the early hours of the morning to avoid 
causing loss of face to farmers whose 
neighbours have stayed within the nokyo 
purchasing network. 

Banks have declined to provide loans to 
finance his technically illegal business, and 
trucking companies have refused to ship 
the rice he buys from neighbouring prefec- 
tures. But Kawasaki claims to have built 
up a small keiretsu (business "family") of 
like-minded people who are determined to 
beat the Food Agency. 

But Kawasaki says that in the last resort 
he is a pessimist about the prospects for ' 
farming. “We can try our best to fight the 
system, but in the end roads and parking 
lots will replace rice paddies,” he says. W 


o9 
X 
> 
E 
2 
m 
a 
o 
= 
3 
I 


JANUARY 20, 1994 











University of Washington. 


Friedrich Wu is vice-president and head of the economic research 
department for the Development Bank of Singapore. He wrote his 
doctoral dissertation on China's Open Door economic policy at the 





China Capitalises on Asean 


policy in the late 1970s, China has 

been celebrated for its spectacular 
success in attracting capital from abroad to 
spur the country's economic development. 
Far less known is China's emergence as a 
capital exporter of global reach. 

The latest data from China's Ministry of 
Foreign Trade and Economic Cooperation 
shows that by the end of 1992 China had 
4,117 enterprises operating in 120 countries 
and territories. Its cumulative, worldwide 
direct investment added up to slightly over 
US$4 billion during the 1979-92 period. 
Almost certainly these official figures 
grossly underestimate China's real capital 
outflows — most of which are illicit and 
without Beijing’s approval. By the end of 
1991, five Asean countries — Singapore, 
Indonesia, Malaysia, Philippines and Thai- 
land — collectively were host to 129 Chi- 
nese enterprises and had a 5% share of 
China's total outward-bound capital. 

These latter figures are believed to have 
risen considerably following the normali- 
sation of China's bilateral diplomatic rela- 
tions with Brunei, Indonesia and Singapore 
during 1990-91. This unfolding trend, 
which is set to gain momentum in the com- 
ing years as more and more Chinese enter- 
prises seek opportunities abroad, is likely 
to have both economic and political impli- 
cations for the fledgling (and still delicate) 
Asean-China relations. 

According to host-country statistics, di- 
rect investment by Chinese firms in Malay- 
sia registered a strong surge to US$149 mil- 
lion during the 1991-92 period, a signifi- 
cant jump from the US$7.8 million re- 
corded over the preceding two years. In 
Indonesia, the government's Investment 
Coordinating Board reported in 1992 that 
for the first time since the mid-1960s, the 
country had again become a host to Chi- 
nà's foreign direct investment, to the tune 
of US$41.5 million. In the Philippines, 
China also emerged as the largest foreign 
investor during the first quarter of 1993 
with the acquisition of a US$40 million 
stake in a local steel concern. 

Last but not least, as the region's finan- 
cial-and-trading hub, Singapore has be- 
come the favourite destination for Chinese 
firms heading towards Southeast Asia. 


S ince the inception of its Open Door 
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While there are today more than 90 Chi- 
nese companies doing business here in the 
island republic, the bulk of China's invest- 
ments has been channelled to the thriving 


-financial-services sector. Because of its stra- 


tegic location and good infrastructure, 
moreover, Chinese firms are likely to use 
Singapore as a regional platform to expand 
into other Asean countries. The city-state’s 
mature domestic capital market and its 
highly liquid offshore Asian dollar market 
also offer potential avenues for Chinese 
enterprises to raise badly needed hard cur- 
rency funds in the host country. In 1992 
and the first 11 months of 1993, for in- 
stance, 12 Chinese companies raised 
US$866 million in Singapore. 

In the near term, Beijing's "boom-bust" 
economic cycles and their consequent zig- 





É China's 
emergence as a 
capital exporter of 
global reach is far 
less known than its 
economic success 

at home 3 





zag policy fluctuations may from time to 
time thwart overseas forays by Chinese 
corporations. Over the longer term, how- 
ever, China's investment flows to South- 
east Asia are likely to be underpinned by 
several propitious developments. First, the 
normalisation of diplomatic ties between 
Beijing and several Asean governments in 
the recent past, coupled with China's regu- 
lar participation in the annual Asean for- 
eign ministers meeting and the newly pro- 
posed Asean Regional Forum (on political 
and security issues), will remove some of 
Asean's long-held suspicions about Bei- 
jing's intentions in Southeast Asia. 
Second, amid this improved political cli- 
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mate, favourable market forces in South- 
east Asia will serve to “pull” more Chinese 
capital to this part of the world. These in- 
clude the region's high growth rates, its 
rich natural resources and its large and 
thriving ethnic-Chinese business commu- 
nities. Large conglomerates owned by 
overseas Chinese in Southeast Asia such as 
Charoen Pokphand (Thailand), Hong 
Leong Group (Singapore), Kuok Group 
(Malaysia), Lippo Group (Indonesia) and 
Salim Group (Indonesia) are already major 
investors in China. They will be natural 
candidates for Chinese businesses looking 
for joint-venture partners in Asean. 


D espite these supporting trends, the 


accelerated entry of mainland Chi- 

nese capital into Southeast Asia will 
require prudent political management from 
both the home- and host-country govern- 
ments. To avoid rekindling the historically 
sensitive issue of the domination of ethnic- 
Chinese commerce in the Asean economies, 
Chinese firms operating in Southeast Asia 
will need to demonstrate unequivocally 
their benign intentions of making construc- 
tive contributions to the local economies 
while eschewing the temptation to build an 
inordinately cosy relationship with ethnic- 
Chinese-owned corporations. Any tangible 
move in the latter direction could cast doubt 
on the loyalty of ethnic Chinese in South- 
east Asia and trigger a backlash against 
them should there be any hiccup in the gov- 
ernment-to-government relations between 
Asean and China. 

Overall, however, the net effect of ex- 
panding Chinese capital flows to Asean 
should be favourable. As China raises its 
investment profile in these countries, in- 
creased trade flows will necessarily follow. 
Coupled with Asean's already substantial 
investments in China, a higher level of eco- 
nomic interdependence will be forged be- 
tween the two regions. While some have 
suggested that China will eventually 
emerge as a fierce rival vis-a-vis Southeast 
Asia, for global capital and export markets, 
the gxpanding two-way investment and 
trade links will help mitigate the conten- 
tious aspects of a new Asean-China rela- 
tionship that will embody both economic 
competition and complementarity. a 
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PAKISTAN 


My Mother, My Enemy 


Bhutto family feud explodes into the open 





By Ahmed Rashid in Karachi and 
Islamabad 


i t was meant to be a day of 





family togetherness, a day 

when the wife and children 
of the late Zulfikar Ali Bhutto, 
former Prime Minister of Paki- 
stan, celebrated his 65th birth an- 
niversary. Instead, January 5 
turned out to be a day when the 
rift in the Bhutto clan was 
shown to be so wide as to ap- 
pear unbridgeable. On one side 
were Bhutto's wife Nusrat and 
his only surviving son Mir 
Murtaza, currently in jail on ter- 
rorism charges; on the other, his 
daughter Benazir, Pakistan's 
prime minister and leader of the ruling 
Pakistan People's Party (PPP). 

The family dispute centres on Murtaza's 
claim — strongly backed by his mother — 
that he is the rightful heir to his father's 
political legacy and leadership of the PPP. 
The long-simmering issue first boiled over 
in December, when Benazir removed her 
mother from the chairmanship of the PPP 
and had herself appointed to the post by 
the party executive. Nusrat struck back 
with a body blow, demanding that Benazir 
stop living off the charisma of the Bhutto 
name and take that of her husband Asif 
Ali Zardari instead. “Zardari is her mar- 
ried name and most wives take their hus- 
bands’ names. Take the Bhutto out of her 
name and then let’s see what she does,” 
the angry mother told the REVIEW. 

The Bhutto matriarch also proclaimed 
that she would refuse Benazir’s supporters 
permission to pay their respects at her hus- 
band’s grave. “We are not inviting the en- 
emies of my martyred husband to the 
grave. Even if the police beat me and tear- 
gas me, we will stop them. I would love it 
if they arrest me,” declared Nusrat. Bena- 
zir replied with a police crackdown in late 
December on Murtaza’s supporters in the 
southern province of Sindh, the Bhutto 
power base. By January 5, some 12,000 po- 
licemen had cordoned off the town of 
Larkana, site of the Bhutto family home in 
Sindh, and the family graveyard in the 
small village of Garhi Khuda Bux some 24 
kilometres away. 

Nonetheless, several hundred Mugtaza 
supporters made it through the policeging. 
And Nusrat, who had clearly been looking 
for a confrontation, got one. As she 
emerged from her home with about 300 
supporters to proceed to the grave, police 


18 
e 


i 
8 
z 
z 
5 
v 


forced her car back through the gates at 
gunpoint and opened fire on her support- 
ers with automatic weapons and tear-gas 
shells. One person was killed and at least 
seven wounded, while some people were 
badly beaten. Even as the police fired on 
them, however, the rebels shouted: 
“Murtaza is our leader. Murtaza is our 
hero. Down with Benazir.” 

A solemn Benazir later visited her fa- 
ther's grave, at which she prayed and laid 
a large wreath of red roses. To prevent any 
trouble, police had locked the villagers of 
Garhi Khuda Bux into their homes. The po- 
lice over-reaction was a clearly an embar- 
rassment for the prime minister. And 
mother Nusrat was out to make as much 
political capital as she could from it. Weep- 
ing and dressed in black as a sign of 
mourning, she claimed that Benazir had 
turned Pakistan into "a police state." But 


Bhutto's political heir. 
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Benazir (left) manoeuvres, Nusrat fumes: what's in a name? 


I 
fa 
d 
T 
o 





the unkindest cut was her comparison of 
her daughter to the late Gen. Zia-ul Haq. It 
was Zia's regime that hanged Zulfikar Ali 
Bhutto in 1979 after his controversial con- 
viction for plotting to murder a political 
opponent. 

Nonetheless, Benazir appears to be 
firmly in charge of the PPP. As 
long as she holds the party's 
purse-strings and controls the 
dispensation of patronage, she 
can count on the support of all 
its MPs. Indeed, the first three 
months of her prime minister- 
ship have been smooth sailing 
— except for her relations with 
her mother and brother. The in- 
tensity of that dispute, which 
makes the front pages of the Pa- 
kistani press almost daily, has 
been both a personal embarrass- 
ment and a distraction from 
more important issues. 

Meanwhile, from his Karachi 
jail cell Murtaza is furiously 
plotting the overthrow of the 
Sindh provincial government. 
Nusrat provides some background on the 
reasons for the brother-sister divide: in 
1988, when Benazir was elected prime min- 
ister for the first time, Nusrat asked her to 
grant an amnesty to Murtaza. In exile since 
his father's ouster in 1977, Murtaza had 
formed the Al-Zulfikar terrorist group to 
resist the Zia dictatorship. “Benazir refused 
to grant the amnesty because she said she 
had too many problems with the army, so 
I kept quiet," says Nusrat. 

She raised the amnesty issue again, says 
Nusrat, when the government of Prime 
Minister Nawaz Sharif was forced out of 
office last year and the PPP was expected to 
win the upcoming elections. But by then 
Murtaza had made it clear from his 
Damsacus exile that he detested Benazir's 
husband Zardari and held him responsible 
for widespread corruption within the PPP. 
He accused his sister of betraying their fa- 
ther's principles and surrounding herself 
with sycophants and the remnants of the 
Zia dictatorship. In Murtaza's opinion he, 
not his sister, should lead the PPP. 

Nusrat took her son's side. “When my 
husband was in jail," she said, "he never 
wanted [Benazir] to take over the party. 
She has insulted the old party members 
and attacked their self-respect." Nusrat or- 
ganised Murtaza's election campaign for 
the Sindh provincial assembly, in which he 
stood (in absentia) from several constituen- 
cies against official PPP candidates. Though 
he would have been able to take only one 
seat in the assembly, winning more than 
one would have indicated great popularity 
and boosted his political stature. 

The campaign was a dismal failure. 
Murtaza won only one seat. He then re- 
turned home to be arrested and charged 
with two counts of terrorism. His trial and 
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that of other Al-Zulfikar members has be- 
gun ina special court in Karachi. The prime 
minister insists that her brother ^must clear 
his name and the law must take its course." 

Murtaza has been refused bail, so most 
of his politicking is done through his 
mother. Their plan is to try and win over 
disgruntled PPP politicians so that he can 
later mount a no-confidence motion 


against Sindh Chief Minister Abdullah . 


Shah. Two former presidents of the Sindh 
PPP, Khaliqur Zaman and Hazar Khan 
Bijarani, have pledged their support. 


"Whatever Murtaza decides I will support 

him. He is much easier to work with than 

Benazir," says Khaliqur Zaman. 
Murtaza's present support comes 


mostly from the Sindhi nationalist wing of | 


the PPP and older Sindhi politicians from 
the 1971 cabinet of his father, many of 
whom were sidelined by Benazir. So far 
not a single sitting MP from the party, ei- 


ther in the provincial assembly or parlia- | 


ment, has declared support for Murtaza. 


But Murtaza is in close touch with Altaf | 
Hussain, the exiled leader of the powerful | 
Muhajir Qaumi Movement (MQM) which | 


controls Karachi and Hyderabad. The MQM 


gets its support from migrants who entered | 


the country at the time of its 1947 partition 
from India and their descendants who are 
concentrated in urban areas. In the past few 


weeks Zardari has tried but failed to per- | 
suade the MOM to join a coalition govern- | 


ment in Sindh. As its price the MOM is de- 
manding an amnesty for Hussain, who 
faces several court cases. But Benazir can- 
not agree to the demand because the army 


is unwilling to accept Hussain's return. If | 


the MOM eventually links up with Murtaza, 
he would have powerful support in urban 
Sindh. 

As the eldest male heir of Zulfikar Ali 
Bhutto, Murtaza receives considerable 
sympathy in Pakistan's still largely tribal 
and feudal culture. And the longer he stays 
in jail, the more of a martyr he can claim to 
be. Whether he can deliver on that politi- 
cally remains a question mark. " 
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Party Animal 
Or Martyr? 


Who is the real Asif Ali Zardari? Is he 
the flamboyant Karachi party animal of 
the 1970s or the devoted husband of 
1986, when he married Prime Minister 
Benazir Bhutto? Or is he the allegedly 


corrupt wheeler-dealer of Benazir's first 


government, the martyr who 
spent two years in jail, or the 
consummate political chame- 
leon? 

Benazir's brother Murtaza 
accuses Zardari of using his 
position to cut lucrative busi- 
ness deals when his wife first 
became prime minister in 
1988. After she lost power in 
1990, the government 
charged Zardari with 13 
counts of corruption and in- 
fluence peddling, refused 
him bail and kept him in jail 
for two years during 1991-93. 
But the charges have not 
stuck. He has been cleared in 


all but one of the cases so far. 

Today, the 40-year-old Zardari is 
emerging as a low-key but powerful 
member of the Bhutto government, 
though he holds no official position. His 
wife assigns him difficult and sensitive 
tasks, such as persuading opposition 
MPs to vote for Farooq Leghari — a Pa- 
kistan People's Party (PPP) stalwart — 
as president of Pakistan. Zardari also 
heads the PPP team attempting to nego- 
tiate a coalition with the Muhajir Qaumi 
Movement in Sindh province. 

Anyone wanting to get a message to 
Benazir can do it through Zardari. In- 
deed, he is instantly accessible to jour- 
nalists, ambassadors or visiting corpo- 
rate chiefs. And compared to the bad 
press he received the last time round, 
he now has local journalists eating out 
of his hand. 

Last week he sat in the coffee shop  . 
of an Islamabad hotel with his three 
children as they indulged in cokes and 
ice-cream. There was no phalanx of 
bodyguards and no entourage. And al- 
most every customer came up to shake 
his hand. Not bad for a man whose 
reputation was in the pits not so long 
ago. m Ahmed Rashid 
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habitants live in wooden 
and concrete houses sur- 
rounded by fruit trees, 
manicured hedges and 
gardens adorned with 
bougainvillea and mari- 
golds. 

There are schools, a 
Buddhist monastery, a 
well-equipped hospital 
with an operation theatre 
and X-ray facilities, video 
halls, karaoke bars, two 
hotels, a disco and even a 
small public park com- 
plete with pathways, 
benches and a Chinese- 
style pavilion by an artifi- 
cial lake. Overseas calls 





can be placed from two 
commercially run tel- 
ephone booths. Shan artifacts and histori- 
cal paintings and photographs are on dis- 
play in a newly opened cultural museum. 
A hydroelectric power station is under 
construction which will replace the old 
diesel-powered generators currently pro- 
viding Homong with electricity. 

In a rare interview with the BBC in mid- 
December, Burmese Government spokes- 
man Col. Kyaw Thein denied that Ran- 
goon is planning a major drive against 
Khun Sa and his forces, but all indications 
are that Homong will become the main 
target for the government's dry season of- 
fensive this year. Three divisions of gov- 
ernment troops, or at least 10,000 men, 
have already been mobilised for what 
looks set to be the most spectacular Bur- 
mese counter-insurgency operation in 
years. And if it succeeds, the military gov- 
ernment in Rangoon can expect praise 
from the international community rather 
than the condemnation which has been its 
lot in the past when the Karens, the 
Kachins and other minority rebels were at- 
tacked. 

“It’s a smart move. It's a win-win situa- 
tion,” an observer in Bangkok said. “Most 
other ethnic rebels in Burma have influen- 
tial supporters abroad. But no one is going 
to stand up for Khun Sa.” Indeed, the pos- 
sibility of international support and sym- 
pathy — a rare commodity 
for the much vilified Bur- 
mese regime — may be ex- 
actly the reason why Ran- 
goon has decided to turn 
against Khun Sa this year. 

The U.S., Burma’s most 
vocal critic internationally, 
may be especially pleased. 
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Khun Sa and bodyguards at Homong. 


Khun Sa for shipping heroin to America. 
Former U.S. Ambassador to Thailand, Wil- 
liam Brown, once branded Khun Sa “the 
worst enemy the world has.” 

That a major military operation was in 
the offing became obvious in the begin- 
ning of November, when thousands of 
government troops began to arrive in the 
eastern Shan State town of Kengtung. Sol- 
diers from the crack 88th, 55th and 33rd 
light infantry divisions soon moved into 
positions opposite Khun Sa’s territory 
along the Thai border. Anti-Khun Sa 
propaganda was disseminated in the Shan 
villages in the area. The message: “Khun 
Sa is not a Shan freedom fighter, he’s a 
drug smuggler.” The government also 
stressed the “ruthlessness of Khun Sa,” cit- 
ing two massacres of villagers which his 
troops allegedly carried out earlier last 
year. 

The 88th Division then encircled MTA 
positions opposite Khun Sa's old strong- 
hold at Ban Hin Taek, northwest of the 
Thai city of Chiang Rai. Ban Hin Taek was 
Khun Sa’s main base until a Thai army of- 
fensive in early 1982 drove him across the 
border into Burma. Today, many families 
of MTA officers and soldiers as well as other 
civilians live at Ban Hin Taek. In addition, 
a major heroin refinery is located at Mong 
Gang just north of the frontier. 


Opium cultivation, 1989-93 
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The 55th Division followed 
by blocking the ferry crossings 
on the Salween River, a day's 
journey north of Khun Sa's 
present headquarters at 
Homong. Traders, who nor- 
mally bring down opium, jade, 
precious stones and other con- 
traband from northern Burma, 
were thus prevented from 
reaching markets inside Khun 
Sa's area near the Thai border. 

On December 10, the Bur- 
mese army went into direct ac- 
tion. Thousands of troops 
launched a massive thrust 
against Mong Hta and Mong 
Htaw, two important MTA en- 
campments north of the Thai 
border town of Pieang Luang, 
another Khun Sa stronghold. A 
second complex of heroin refineries, pro- 
tected by the MTA, is located in the vicinity 
of Mong Htaw and appears to have been 
the main target of this move. 

Taking advantage of the excellent roads 
which the MTA had constructed in the area, 
the push was swift and, surprisingly, met 
little resistance from Khun Sa's forces. On 
December 11, government troops captured 
the mountain of Loi Htwe overlooking the 
border immediately east of Pieng Luang. 

"They gave up some well-fortified posi- 
tions without a fight,” a source following 
developments in Shan State told the 
REVIEW. "Most probably, the MTA sus- 
pected that it was a cosmetic move and 
that the government's forces would soon 
withdraw, as they did the last time the area 
was attacked in 1984." 

This appears to have been a gross mis- 
calculation on the part of the MTA. “If they 
had studied the pattern of more recent Bur- 
mese offensives against the Karens and 
other border-based rebels, they would 
have discovered that the tactics these days 
are always the same: first an economic 
stranglehold, then a push to probe the de- 
fences of the adversary, coupled with the 
capture of some important high ground. 
Dig in there and don't pull out. Lastly, the 
major assault will follow," another sea- 
soned observer said. 

And this is exactly what has 
happened so far. The impact of the 
initial moves in mid-December can 
already be felt as well. The refin- 
ery at Mong Gang has been closed 
since late December, and the labo- 
ratories at Mong Htaw have also 
been evacuated. This leaves only 
one Khun Sa-protected refinery 
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still in operation: at Khai Long 
northwest of the Thai border town 





U.S. Attorney-General Rich- 
ard Thornburgh announced 
that a federal grand jury in 
Brooklyn, New York, had 
filed a sealed indictment the 
previous December against 
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of Mae Hong Son. 

The previously booming tim- 
ber trade at Pieng Luang has also 
ceased, with Thai loggers avoiding 
the scene of the confrontation. The 





23 


COMER- 3 T OR Y, 


number of gem merchants arriving at 
Homong has dwindled to a trickle, depriv- 
ing the MTA of its most lucrative business 
next to the drug trade. 

In order to diversify the sources of 
income for his army, Khun Sa recently es- 
tablished a gem emporium at Homong 
which attracted large crowds of buyers 
from Thailand, Singapore, Taiwan, Hong 
Kong, Malaysia, South Korea and Japan. 
Jewellery sales were reported to have 
amounted to more than Baht 2 million 
(US$80,000) a day before the present offen- 
sive was launched. 

An eerie tranquillity has descended on 
Homong, but this may not last long: 
"We're most probably experiencing the 
calm before the storm," an observer said. 
Western intelligence reports from Rangoon 
indicate that the Burmese army has care- 
fully mapped-out a six-month offensive 
against Khun Sa. If correct, this explains 
why the first moves took place as early as 
November, as soon as the rainy season was 
over. 

The current dry season will last until 
May, giving the Burmese army ample time 
to achieve its objective, which evidently is 
to dislodge Khun 
Sa from Homong 
and, if possible, to 
eliminate him or 
capture him and 
hand him over to 
the Americans. 
This would be a 
major propaganda 
boost for the em- 
battled Burmese re- 
gime. Significantly, 
the first attacks on 
Khun Sa took place 
as an unofficial 15- 
member U.S. Sen- 
ate delegation, in- 
cluding senators 
Thad Cochran, 
Hank Brown and 
Larry Pressler, was 
visiting Rangoon. 

No government forces have as yet 
crossed south of the turbulent Salween 
River, whose deep gorge forms a natural 
defence line protecting the MTA’s main base 
area between the river and the Thai bor- 
der. But recent reports from the area indi- 
cate that the Burmese army is assembling 
large numbers of long-tailed boats, a clear 
indication that the 55th Division will not 
stop on the northern side of the river. 

Having realised their initial misjudg- 
ment of the situation, the MTA high 
command is now reported to have issued 
stern orders to its forces in the field not to 
give up any more territory to the govern- 
ment's troops. “Given all the investment 
that the MTA has put into transforming 
Homong froma tiny village of a dozen ram- 
shackle bamboo huts to the modern town it 
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Homong is more a bustling town than a jungle hideout. 


is today, they will do whatever they can to 
defend it,” a source close to the MTA said. 

So will the Burmese army succeed? 
Most observers seem to believe they can: 
"There's too much at stake this time,” a 
Chiang Mai-based source said. "The Bur- 
mese just can't afford to do a half-hearted 
job. That wouldn't impress anyone, and 
could even be counter-productive." 

Indeed, to gain international sympathy 
and possibly also a resumption of U.S. aid, 
which was cut off in 1988 in the wake of 
massacres of pro-democracy demonstra- 
tors in Rangoon, the Burmese Government 
needs a major success in the war against 
drug traffickers. The Rangoon regime also 
needs to dispel persistent reports of collu- 
sion between it and warlords such as Khun 
Sa. 

It is hardly a secret in intelligence cir- 
cles that Khun Sa's organisation over the 
years has showered many high-ranking 
Burmese army commanders with lavish 
gifts and kickbacks. “These include local 
officers as well as some of the most power- 
ful commanders in the Ministry of Defence 
in Rangoon,” a Thailand-based source told 
the REVIEW. "That's why the MTA in the 


beginning didn't take the fighting seri- 
ously. Now, they must feel that they have 
been double-crossed somewhere." 

The sources also say that Rangoon now 
is in a position to sacrifice Khun Sa as 
more important drug warlords have estab- 
lished themselves in northern Burma, 
where they cooperate closely with the au- 
thorities. Most of these belong to the 
former Communist Party of Burma, which 
made peace with Rangoon in 1989. Today, 
they are recognised officially as "leaders 
of the local nationals" and in exchange for 
not attacking government forces are al- 
lowed to engage in any kind of business 
they choose, including narcotics. "In the 
end," a critical observer said, ^we'll most 
probably find that the drug situation in 
the Golden Triangle remains depressingly 
normal." a 
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Pusher With 
A Cause 


Khun Sa stresses his role 
as a Shan leader 


Khun Sa may be Southeast 
Asia's most notorious 
drug baron in Washing- 
ton's eyes, but to many of 
his followers he is the 
symbol of the Shan peo- 
ple's hopes for freedom 
from the government in Rangoon. In an 
apparent attempt to gain international re- 
spectability and distance himself from his 
image as a heroin kingpin, Khun Sa has in 
recent years stressed his role as a Shan 
leader. The way Khun Sa describes it, he is 
only taxing the drug trade to finance his 
political aim: independence for Shan State, 
which he says has been enslaved by suc- 
cessive Burmese regimes. 

"|f we were free, there would be no 
need to grow opium," he told the REVIEW 
in a recent interview at his headquarters 
just outside the town of Homong in south- 
ern Shan State. "It's the war and the op- 
pression that has caused all the misery." 

In person, Khun Sa is a charismatic fig- 
ure, punctuating his talk with guffaws of 
laughter and chain smoking 555 cigarettes. 
Garrulous and social, the man his follow- 
ers simply call "The General" enjoys enter- 
taining his dinner guests with karaoke ren- 
ditions of Taiwanese pop songs. He lives 
in a one-storey concrete building sur- 
rounded by a well-tended garden featur- 
ing orchids, Norfolk pines and strawberry 
fields. The house is, however, also ringed 
by bunkers housing 50-calibre anti-aircraft 
machine-guns and swarms of heavily 
armed soldiers. 

“The outside world says I'm bad,” 
Khun Sa says, “but my people accept me 
as a leader because they can’t find anyone 
else who has the same ability to face the 
problems of the Shans . . . If my death 
would be a solution to the drug problem, 
then I deserve to die. But the drug trade 
existed before I was born and will continue 
to exist after I die. Why don’t these people 
come here and talk to me instead of trying 
to hunt me down? I’m willing to cooperate 
with them to find a solution to the drug 
problem in Shan state.” 

Neutral observers, however, argue that 
the truth is far more complex than both 
Khun Sa’s own bravado and the United 
States’ Drug Enforcement Agency's 
demonisation of the warlord and his role 
in the Golden Triangle. Born in 1934 of a 
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Shan mother and a Chinese father near Loi 
Maw mountain in northern Shan State, 
Khun Sa is the stepson of a myosa, or local 
administrator. Being of mixed descent, 
Khun Sa — whose Chinese name is Chang 
Chifu — received only very basic monastic 
education, while the myosa's own Shan 
sons studied at prestigious convent schools 
in Lashio. Khun Sa became an outlaw at 
the age of 16, and has spent most of his life 
dodging the law and switching sides be- 
tween the ethnic rebels and the govern- 
ment. 

From 1963 to 1969, he headed a local Ka 
Kwe Ye (KKv) home-guard unit in Loi Maw 
under the command of the Burmese army 
in the nearby garrison town of Tang-yan. 
That was when he first entered the opium 
business: like all other KKY commanders, 
he was granted unofficial permission to 


MTA camp: no dearth of new recruits. 


trade in narcotics in exchange for fighting 
the rebels. But suspecting that he was also 
secretly negotiating with the rebels, the au- 
thorities arrested him in 1969. He was re- 
leased only in 1974 in exchange for two 
Soviet doctors his followers had kidnapped 
in the Shan State capital of Taunggyi and 
held hostage for almost a year. 

Khun 5a then rejoined his men in the 
jungle and set up base at Ban Hin Taek in 
Thai territory northwest of Chiang Rai. His 
armed band was named the Shan United 
Army (SUA), and its troops camped side by 
side with the Thai Border Patrol Police. 
This was at a time when Thailand was 
threatened by communist insurgency and 
possible infiltration from China via Bur- 
ma’s Shan State. SUA troops guarded Thai- 
land's northern frontier and supplied 
Bangkok with vital intelligence. 
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However, Khun Sa's blatantly open 
presence at Ban Hin Taek eventually be- 
came a major international embarrassment 
for the Thais, who pushed him out in a 
highly publicised offensive in January 1982. 
He quickly rebuilt his forces, however, and 
established a new headquarters at 
Homong, then a tiny village of a dozen 
ramshackle huts. 

A road was built to connect the new 
base with the highway system of northern 
Thailand, and a new working-relationship 
was established with the Thais as well as 
the Burmese. Rice, medicine and other 
daily necessities were brought in from 
Thailand, while opium and gems came 
down from the north. Khun Sa was left 
alone as long as he concentrated on busi- 
ness and did not pose a threat to either the 
Thais or the Burmese. 

In 1985, Khun Sa moved to reinforce his 
credentials as a Shan independence leader 
by merging his SUA with the Tai Revolu- 
tionary Council of veteran Shan resistance 
leader Moh Heng. Despite its name, the 
old SUA had been dominated by officers 
and merchants of ethnic Chinese descent, 
many of whom were ex-Kuomintang offic- 
ers who had been in the Golden Triangle 
since Mao Zedong's victory in China in 
1949. Among them is Khun Sa's chief of 
staff, Chang Shu-chuan alias Sao Hpalang 
("Gen. Thunder"), a competent military 
officer of Manchurian descent who served 
with the special Kuomintang forces in Laos 
in the early 1960s. 

That new alliance of Chinese business- 
men and Shan intellectuals and national- 
ists became known as the Mong Tai Army 
(MTA); "Mong Tai" is the indigenous name 


for Shan State. "They know how to use my | 


power,” Khun Sa says of his Shan allies. 
Others may argue that he is using them as 
a convenient front to conceal his opium 
business. But whatever the truth, the un- 
educated country boy Khun Sa is today 


enjoying the respect even of people who | 


once regarded him as little more than a 
brigand. To strengthen his nationalist im- 
age, a Shan “parliament” was convened at 
Homong in mid-December. Hundreds of 
delegates from villages across Shan State 


came down to attend the meetings and to | 


listen to Khun Sa's separatist message. 
"He's got charisma, he's got power. And 
he's a master survivor," a source close to 
Khun Sa says. In recent years, Khun Sa's 
instincts appear to have been counselling 
that survival grows out of the barrel of a 
gun. Since the Tai Revolutionary Council 


and the SUA merged in 1985, he has trained | 


thousands of new recruits — and rapidly 
expanded the area under his influence. The 
combined strength of the two forces nine 
years ago was estimated at 5,000-6,000. 
Since then, 10 more batches of 1,500-2,000 
recruits each have been trained at Homong. 
Taking into account battle casualties, defec- 
tions and desertions, this means that his 
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force today may total 18,000-20,000 men. 

Even though some are not armed, Khun 
Sa still commands the strongest private 
army in Burma today. The weaponry he 
has assembled is also impressive: Russian 
and Chinese-made AK47s and M16 assault 
rifles from the U.S. and Singapore, bazoo- 
kas, grenade launchers, light and medium 
machine-guns, 50-calibre anti-aircraft guns, 
mortars and recoilless rifles. The MTA’s 
own munitions factory near Homong pro- 
duces crudely made, but highly effective, 
rocket propelled grenades, rocket launch- 
ers and even 150-millimetre cannons. A 
Khun Sa spokesman also told this corre- 
spondent that the MTA has recently ac- 
quired “a significant number” of Soviet- 
made SAM] surface-to-air missiles. 

“It doesn’t make sense to raise this kind 
of army if his only interest was to trade in 
narcotics,” says Adrian Cowell, a veteran 
British documentary filmmaker who has 
followed the situation in the Golden Trian- 
gle since the 1960s. 

Following ceasefire agreements be- 
tween the Shan States Army — formerly 
the main political grouping among the 
Shan rebels — and Rangoon in 1989, and 
between the central government and the 
4th Brigade of the Kachin Independence 
Army — which operated in northeastern 
Shan State — in 1991, the MTA has taken 
over most of the territory previously con- 
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trolled by these two groups. Khun Sa has 
also managed to win over most of the Shan 
State Army's rank and file, who disagreed 
with their leaders' decision to make peace 
with Rangoon. All this means that the MTA 
now operates from the Thai border almost 
to the border with China. 

Despite Khun Sa’s growing military and 
political strength, however, his grip on the 
drug trade has been slipping. In the past, 
opium was convoyed from the fields in the 
north down to refineries under his protec- 
tion along the Thai border in the south. But 
with the recent establishment of new refin- 
eries closer to the poppy fields in the north, 
Khun Sa has been cut out of a large por- 
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Turf War in 
The Triangle 


Despite the Burmese 
Government's high-pro- 
file campaign against 
Khun Sa, most observ- 
ers agree that it is actu- 
ally becoming easier to 
trade in narcotics in the 
Burmese sector of the Golden Triangle. 
And with increasing amounts of opium 
being harvested in the area, the list of 
possible contenders for the heroin bar- 
on's crown is growing longer. 

Whatever the result of Rangoon's 
campaign against Khun Sa, it is also be- 
coming clearer each month that his days 
of dominating the heroin trade in the 
Golden Triangle are fast waning. The 
United States Embassy in Rangoon re- 
ported in a recent analysis that a major- 
ity of the 35-40 refineries located in the 
Golden Triangle's opium-growing area 
are no longer under Khun Sa's protec- 
tion. Instead, most of Burma's heroin re- 
fineries "are sited along the China- 
Burma border and are controlled by the 
narco-insurgent organisations of the Wa 
and the Kokang . . . these labs suffer little 
threat of interference from the Burma 
army." 

The reason for that invulnerability is 
simple: the Wa hilltribe on the Burma- 
Yunnan frontier and the ethnic Chinese 
of Kokang district in northeasternmost 
Shan State are no longer insurgents. All 
fought with the Communist Party of 
Burma (CPB) against Rangoon, but in 
1989 they made peace with the govern- 
ment. In the past, they sold their opium 
to merchants who operated heroin refin- 
eries inside Khun Sa’s area in the south. 
Today, they are running their own®labo- 
ratories along the border with th Chi- 
nese province of Yunnan. 





tion of the trade. 

A recent study by the Inspector-General 
of the U.S. State Department states: “Dur- 
ing our 1989 work, an estimated 80% of 
Golden Triangle narcotics was transiting 
Thailand to international markets. Since 
that time there has been a significant shift. 
Law enforcement officials now estimate 





A Wa family weighs up its opium harvest. 


The most notorious of the new drug 
barons — and the man tipped to take 
over if Khun Sa falls — is ex-Red Guard 
Lin Mingxian. Other powerful players 
include the Yang and Pheung clans in 
Kokang, Lo Hsing-han in Lashio and the 
wily Wei brothers, who are closely con- 
nected with the Was. 

One of the Wei brothers, Wei Hsueh- 
kang, is the only Golden Triangle king- 
pin apart from Khun Sa to have been 
indicted by a U.S. court. He is reported 
to be in hiding at Doi Laem, a Wa strong- 
hold and refining centre along the Thai- 
Burmese border near Fang. For years, the 
Was and Khun Sa's forces fought pitched 
battles for the control of Doi Lang, an- 
other border mountain near Fang. The 
Was were bankrolled by the Wei broth- 
ers, bitter rivals of Khun Sa. 

But the most powerful of the new 
warlords is undoubtedly Lin Mingxian. 
He joined the CPB as a volunteer in 1968, 
and then stayed on in Burma. From his 
home base at Mong La on the Burmese 
side of the border opposite Daluo in 
Yunnan, Lin now controls a heroin em- 
pire that stretches deep inside China and 
across Laos as far as Vietnam and Cam- 
bodia. His refineries at Mong La and 
Man Hpai to the east are some of the 
biggest in Burma. Recent reports indicate 
that he may also have set up a new facil- 
ity near Muong Sing across the Mekong 
river in Laos to cope with increasing sup- 
ply and demand. 

“If the current offensive along the 
Thai border succeeds in wiping out 
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that about half transit Thailand, with a sig- 
nificant proportion transiting the People's 
Republic of China en route to international 
markets." 

Statistics like that would seem to lend 
some credence to Khun Sa's contention that 
he has been singled out as a fall guy. 

"| m a convenient target," he says. 
"Other people benefit 
much more than I do 
from the trade, but 
nothing is said about 
them. Maybe they are 
too powerful and in- 
fluential?" 

m Bertil Lintner 
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Khun Sa, Lin will 
most likely become 
the undisputed 
overlord of the 
drug trade in east- 
ern Burma,” a 
source in Chiang 
Mai said. 

There is no Bur- 
mese Government 
presence at the 
Mong La border region, although a road 
crosses the international frontier at this 
point. The Chinese deal directly with the 
private army of Lin, which is made up of 
ex-CPB soldiers, mostly Was and Shans. 
It is a wild and lawless frontier. A source 
from the area told the REVIEW that on 
November 2, three men were dragged 
out into the central market in Mong La 
and shot in front of a big audience; they 
had tried to assassinate Lin. The plot, Lin 
reportedly suspected, had been master- 
minded by his chief rival, Khun Sa. 

Unlike Khun Sa, Lin enjoys all the 
benefits of public life. He owns property 
in China and Burma, he attends meet- 
ings with high-ranking officials in Ran- 
goon and acts as host for visiting U.S. 
congressmen. The United Nations Inter- 
national Drug Control Programme even 
runs a crop-substitution programme at 
Hsaleu inside his area. UN officials jus- 
tify the project by asserting that “it’s bet- 
ter to be there than to stay out.” 

Ironically, some of the most dramatic 
increases in opium production in Burma 
have been in his territory: up from 35,770 
hectares in 1991 to 42,560 hectares this 
year, according to official U.S. estimates. 
In the Kunlong area of northern Shan 
State, another target for internationally 
sponsored crop substitution pro- 
grammes, the area under poppy cultiva- 
tion increased from 36,620 hectares in 
1991 to 42,890 hectares this year. “It’s all 
very frustrating,” a Western official ad- 
mitted. “It’s an endless mess.” 

m Bertil Lintner 


JANUARY 20, 


1994 





RECEIPTS 





——— 





Vilis unsogeiemesaz oigani acp metier id evened eni Vili riontaeternent sees as matter ag beum ad 
THE BANK OF NEW YORK | THEBANKOF NEW YORK 
ipigi ancoinec its Sut ts j 
appeinstücnt si Seevense Depenicars De dd arii 
Es de 
SPONSORED AMERICAN PROPOSE TARY SPONSORED AMER Ks JEPONFTARY 
RECEIPT ADR FACILITY. RECENT AADRHACILETY 
of. dor 
Arwery Japan Limited 
HE 
BANK OF 
NEW 
YORK 








Thi aenneren apperse Ptr enne ale 
THE BANK OF NEW YORK 


38 lese qo arcane 
the crablishenent ofa 


SPONSORED AMERICAN DEPOSITARY | 


RECEIT (ADR EACILTEY 


BANKOF 
NEW 
YORK 


| 





Tli semeei appears as mati id tivon onis Tli ametensetart appears esr aniier ul roses [ 


THE BANK OF NEW YORK THE BANK OF NEW YORK 

e ond dcr dicte i ented ot arn | 
fie he 

SPONSORED AMERIC. SPONSORED) ASTEHICASS DOEPOSEDARY 





EPOSPEARY 
ATY 





BELEIT IAD RECHIPT ACROFACHLETY 
af hx 
BABAESA 
e | Buenos Aires 
ps i NYSE Symbol: BAE 
| .THE 
nak ¥ BANKOF 
NEW NEW 
YORK YORK 





Ris aannemen appe pane of ees hs 
‘THE BANK OF NEW YORK 
‘ecplemant te annonce 
sie esrsblisbmient fa. 


SPONSORED AMEIGEAN POSTAR i 
RECEIPTIADIGENCILETY 


Li 











Toe Bank of Rant Asti Limihod 








7 CB eek wear mative f eme i TR amscictrremrmt agir dts satan of ore ond 


THE BANK OF NEW YORK THE BANK OF NEW YORK 
i pied to annunce is pleasest to annua 
dye ctbiishmen afa the establishteen fa 


SPONSORED H3A AMERICAN DEPOSETARY | 


SPONSORED AMERICAN DEPOSTTARY 
RECEIPT (ADR EACILETY 


RECEIPT4ADRIEACILETY 


‘Biota Holdings 
Limited ^. 


BANK OE 


Ne 


Ty anias pura on attin af oral il, 








1 


Tite amenisceten appeari as a mater uf reed al 





THE BANK OF NEW YORK | ‘THE BANK OF NEW YORK 
is pleased eo announce is pleased vo amonunce 
therstublishmenr ots the esablisheent ofa 

SPONSOREDAMER| JPOSFTARN AMERICAN DEPOSETARY 

RECEWT ADR FACILITY RECEIPT IADRHEACILITY 





for dw 


SPIRITO SANTO FINANCIAL HOLDING, SA. 
NYSE Symb EFFE 


ex holding 
THE 
BANKOF 
N 


hicimos riri aptas ai a matter i ed ah f st AINAINEN a pitsten vts d sut f ovd ah 








"THE BANKOF NEW YORK. | THE BANKOF NEW YORK 
is pease tu antano is pleasee t annoncer 
the estadlisheoent ofa the: evrablishrnerg vl 





SPONSORED M4A AMERICAN DEPOSFPARY 
RECEIPT (DE FACH DIY 


anda 
SPONSORED GLOBAL DEPOSTTARY 
RECEIPT OR FACILITY 


THEO. 
B 


"i nonnene appes ax a matter of rm n 
THE BANK OF NEW YORK 


is pleased to announce 
tbe establistinent of a 


SPONSORED AMERICAN DEPOSTTARY 
RECEIPT ADR] FACULTIES, 








ior stmatteróne afters hese mettre of mye say 
THE BANK OF NEW YORK 


is giebt sanoga 
the establishment of à 





SPONSORED AME FICAN] Eti TT TARY SPONSOREDAMERKAN DEPOSULSRY 
RECEIPT uU RECEIPT AAD OAL TY 
for 
Madeco GA ee 
MASISA 


NYSE Symbok MAD NYSE Symbol: MYS 


B 











ki mecnm rice ato miter of rer wy 
THE BANK OF NEW YORK 


is plea so announce 
ihe establishment of a 


SPONSOREDAMERICAN DEPOSITARY 
RECEIPT (DREFACILTTY. 





foe 


"E MEME 2 


Vance cic 


IN T ¥ 


YR 









Fii aaas mt ptas rio matte f enon ont 


THE BANK OF NEW YORK 


Flssonomivienowt agen cos a titer f severed any 


THE BANK OF NEW YORK 





is phrased ts lc 
is posed wo worst is pleased anean Mlee ir Ern 
the establishment ufa the qatablishimene of a Amencin Depositary Shares, issu atin a 
SPONSORED HAA AMERICAN DEPOSETARYT SPONSORED AMERICAN DEPOSITARY — | SPONSORED HAA AMERICAN DEPOSITARY 
RECEIPT ADR EACH.EDS RECEIPT (ADR FACILITY i RECEP T ADR FACILITY 
foe i 
Una loh FEMSA, NA, de OM, ere eee n e 
NEY mbi KER 
THE THE THE 
NKOF BANKOF BANKOF 











DR 






Fhia icempsripestt cyt ns a tret if Aoi said 


THE BANK OF NEW YORK: 








b 





Tiis daunien appears ase ater af rct only 


THE BANKOF NEW YORK 
is phoanesd tn announce its 
spree Boorne Dunn | 





SPONSORED AMERICAN DEPOSITARY 
RECEIPT CRYENCILFPY 


EVN 


BHleederisherr gie 
Aktierquenliecheh. 





iie SOMEONES EAN DS ogni opt ip Witte ad rect? unb 
THE BANK OF NEW YORK 
jc pleased t anta 
ye estatinen of a 


SPONSORED AMERICAN DEPOSITARY. 
RECHT ADI ENCILTTY 


tee 








| 


E 
BAN KOF 


This smwtoémon appear an a iiec of reso | 


THE BANK OF NEW YORK T. 


e plead vo atitiogiur. 
the icicublisbient ofa 


SPONSORED AMERICAN DEPOSCEARY 
RECEIPT (ADR) PACITY 


Fila Holding SpA. 


NYSE Syribik FEH 


RANK ¥ 


bi NA 





NEW 
YORK 
Bic eene ronen pe es hatte ef ende 


'THE BANKOF NEW YORK 


is pleased ter azarae ins 
 Appejihkerong a $ ike Tiepoatary 
o gi 


SPONSORED AMERICAN DEFOSPTARY 
RECEIPT ADR) FACILEPY 


Li 


no * ok POR om ouod 
HYSAN DEVELOPMENT CO.LTD. 








Tener pant mptor fend 


‘THE BANK OF NEW YORK 


Ve pleased o amete ies 
eqspoiesiteri as Sinsen Depáeitary 
for the. 


SPONSORED AMERICAN DEPOSETARY 
RECEIPT ADIO FACILETY 


af 
LVMH 
MOET HENNESSY. LOUIS VUITTON 


NASDAQ Symbol LVMHY 








Plin sesauran pper siia matter ig mns nh. 
"THE BANKOF NEW YORK 
te pikrato annen 
the csreblishent of 


SPONSORED AMERICAN DIEPOSEUARY 
RECEIPT (ADR) EACH ITY 


bic spsouawv mew pene us ptit if var t 
THE BANK OF NEW YORK 
t6 pissed vn atitem 
thee cosablisenent of 


SPONSORED AMERICAN DEPOSIUARY. 
RECER'TIADRIEEACHLETY. 


fir dr 
E eu Re pa 
MBF HOLDINGS BERHAD Natuzei 
NYSE Syd; NT. 
THE 
BANKOF 





hi emot rment petes a matter of voies wd 
THE BANK. OF NEW YORK 
4s gout tccaonaumoe 
the esiblishmenc afa 
SPONSORED ANERIAN TEROR TARY 
RCRA TAREE PY 
dur 





OLYMPUS OPTICAL COLTO.. 


THE 
BASKOF 
YORK 





His amcumeriens upper nci mater f reto ily 


“THE BANK OF NEW YORK 


Tas ATARE affecit ves a matter af uil ay. 


THE BANK OF NEW YORK 






s gis w announce 58s picasa to inmane 
the establishment ula the establishment ifa 
SPONSORED AMERICAN. rye ee SPONSORED AMERICAN DEPOSPEABY 
RECEIPT (ADR) A RECKEI" P (AUR WAY 


der 


q 
d 


ME n 


ENT ¥ 


YORK 





i-. 


Jig menirment peers oie mad f voee d 
THE BANK OF NEW YORK 
ds phoma on annee 
the estitiiidimcnt uf 


SPONSORED AMERICAN DEPOSTITARY 
RBCEIPT QORLFACILUTY. 


far 
PREC ARS! 
a Fem posi m ir. 


Taye B Sha 
rides hn Sov Succ hau 


THE 
BANKOF 


NEW 
YORK 





FRUE AMANE CRDA appears see iiir af evel sib 
THE BANK OF NEW YORK 


is phased to anime 
the establihinent ofa 


{hes otn nt ire ty ette orto 
THE BANK OF NEW YORK 


by paced co anaana 
he enriblishenent of à 








JERWCAN DEPOSPEARY SPONSE AMERICAN DEPOSETARY 
RECER'UIADIO TACHI TY RECIPE ADR) PA ALE PY 
for do 


2 


Shanghai Petrochemical Company Limited 
LMS MEI RARER 
NYSE Symbok SHI 


Samer 


Grupo Simeg, S.A. de C.V. 
AMEX Sis SIM 


ru 
i 








lis mmc agents t after i rel efe 


THE BANK OF NEW YORK 


inpiestasd titio 
the ostabliibient ida 


SPONSDRETRASIERKIAN DEPOSITARY 
RECKHUF GDRMOAQUETY 


fa 
Sociedad Quimica y Minera de Chile S.A. 


NISE Kahet SUM. 


Eo 
NEW 
YORK 





ive amusement aert s matter ad treu ote 
THE BANKOF NEW YORK 


is plowed t antiootice. 
the establishment ofa 


SPONSORED AMERICAN DEPOSPTARY 
WECHI"T (ADRHENCILEPY. 


far 


Tre ainoana epee sie mettra rof ond 
THE BANKOF NEW YORK 


is plowed in annensnee 
he establishment ef 


SPONSORED AMA OGUORAL DMN BTA RY 
RECEIPT (GDIOFACILPEY 


fw 


Petrochemical industries 
Corporation Limited 
dE 
aor 


NEW 
YORK 


| 














kis supone ips austiry of aid anf 

"THE BANK OF NEW YORK 
iy pleascd te armenn 
theestablichenent ofa. 





ra 


Fhexngecans serus aperi «t itte stad ums 
THE BANK OF NEW YORK 


ds phased tior anne 
the sablier ela 


lis meet ops 


"THE BANK OF N YORK 


phone to since 
ihe eutabdisdiecuws of x 


BESENSORED HAS SABER S DEPONE TAER 
REOPENS ADEE BEY 
e 





SPONSORED AMERRUAN DEPOSFTARY 
REUE E IADRHACILETY 


dir miset 


GRUPO TRIBASA, S.A. de C.V. 
NYSE TUE GTR 


fis 


e. 
WOOLWORTHS LIMITED 








THE 
BANK ¥ RANK OF 
NEW P 
YS OA 


Fy emis met appen a ants a iri ond 


‘THE BANK OF NEW YORK 


plica inmunes 
he establishment ofa 


SPONSORED AMERICAN DEPOSEDARY 
RECEIT AERO ERCH PTY 


uM 


Sociedad Anónima 


E 








™ 


ESET ig a RICO RTI 






































R ESG ITO N AME 





HONG KONG 


Softer Options 


Newspaper owners start positioning for 1997 





By Louise do Rosario in Hong Kong 
F or the enterprising journalist, today's 








Hong Kong is full of interesting sto- 

ries. With only three-and-a-half years 
remaining before the colony reverts to 
China, hardly a week passes without some 
disagreement between Beijing and London. 
And for a reporter, nothing spices up a 
story better than a good whiff of political 
controversy. Newspaper owners, however, 
have other preoccupations, not least pre- 
paring for life under a Chinese regime 
which does not consider press freedom an 
inalienable right. 

The owners' challenge is to identify 
promising but non-sensitive projects that 
will, they hope, survive the change of re- 
gime in 1997. One option has 


brokerage says "there are still some profit- 
able niches." ei > 

Among the doubters is Lui Dai-lok, a 
lecturer in sociology at the Chinese Uni- 
versity of Hong Kong. Lui recently wrote 
that Hong Kong Today would fail. One rea- 
son he cited was that many .of Hong 
Kong's existing broadsheets are very much 
like tabloids in content, if not in size. With- 
out a way to differentiate itself, it will be 
very difficult for Hong Kong Today to out- 
perform these established papers, Lui 
wrote. 

Lung King-cheung, 39, editor-in-chief of 
the tabloid, dismisses Lui's predictions. 
"We're not aiming at readers like him. 
Look at the Sun in Britain," he says, point- 
ing to piles of the English tabloid in his 

office. "It sells 





been to go for "softer" publica- 
tions, those which eschew 
heavy politics, opting instead 
for a titillating mix of stories on 
the territory's underworld of 
drugs, gambling and violence 
and gossip about showbiz per- 
sonalities. That was the route 
taken by the usually highbrow 
Ming Pao group in November 
last year when it launched the 
Chinese-language tabloid Hong 
Kong Today. 

With 64 pages of stories and 
pictures, the paper is a HK$120 
million (US$15.3 million) bet by 
Yu Pun-hoi, 34, the low-key 
chairman of the Ming Pao 
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group, that the public is ready 
for a daily dose of colour and 
entertainment in the smaller 
tabloid format. But a reduction 
in size does not mean a reduc- 
tion in price. At HK$5, the tabloid costs as 
much as any of the colony's broadsheets 
written in English or Chinese. 

But Yu's accountants must have 
worked hard on their cost and profit pro- 
jections, for a daily tabloid is a risky invest- 
ment in Hong Kong. Only one other Chi- 
nese-language tabloid had been launched 
in the territory before. Called Sing Pao, it 
was an offshoot of an English-language 
Hong Kong tabloid, the Star. Both went 
bankrupt: Sing Pao in 1982 and the Star in 
1984. 

Hong Kong Today, launched with an eye- 
catching HK$20 million advertising dam- 
paign, might have better luck. Though the 
territory already has more than 60 Chinese 
newspapers — a record for a population of 
only 6 million — a media analyst at a local 


28 
ago 


Hong Kong's new 
tabloid targets the 
anti-corruption agency. 


day. You can't dismiss its success just be- 
cause it's regarded as vulgar." 

Indeed, if imitation is the sincerest form 
of flattery, Hong Kong Today looks like a 
Chinese clone of the Sun, boasting big 
headlines, large photographs and short ar- 
ticles. Where the Hong Kong paper differs 
from its English inspiration is in cheese- 
cake content; it doesn’t carry as much. It 
has no plans, for example, to provide the 
man in the street with a “Page 3 Girl,” the 
Sun's trademark — and immensely popu- 
lar — pin-up of a bare-breasted woman. 
“Hong Kong readers are more conserva- 
tive,” notes Lung. “They want to read 
about sex but don’t want to be seen read- 
ing about it.” 

Hong Kong Today's editor plans to give 
his readers a good dose of human interest. 
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"People are bored by politics, but the broad- 
sheet dailies are obliged to carry political 
news on their front page. We aren't." Re- 
cent Hong Kong Today cover stories have 
dealt with the murder of a well-known 
gangster, shipping companies which paid 
their staff in heroin and the smuggling of 
luxury yachts from Hong Kong to China by 
criminals with mainland military backing. 

A sexual harassment scandal which 
rocked the territory recently was perfect 
grist for the Hong Kong Today mill. The 
scandal, which involved a senior official of 
the territory's corruption watchdog, the In- 
dependent Commission Against Corrup- 
tion (ICAC), received intensive coverage in 
the paper. But where Hong Kong Today 
went one better than the competition was 
in setting up a hotline for readers to phone 
in with information pertaining to the story. 
One caller named another ICAC official as a 
sexual-harassment offender. Though the 
paper got an anonymous threatening letter 
the next day, its staff say they are unde- 
terred. 

Lung makes his case for covering the 
seedier side of Hong Kong life. "Our cover 
story has to be a talking point,” he says. 
"We won't fabricate rumours or make ex- 
aggerations, but we highlight what is in- 
teresting." The tabloid is after the 
young and trendy, "those 
, who shop at U2 and 
| Giordano [fashionable 
^ clothing chains],” says 

Lung. "The new generation 

— I call them the ‘new hu- 
man race' — is very practical, 
has a short attention span and 
spends much time shopping, 
eating out and going to discos." 
Clean-shaven and intense, 

Lung is a one-time political activ- 
ist and former editor-in-chief of a 
mass circulation daily and a now- 

defunct daily for children. He some- 

times feels he is "a bit too old" to 

keep up with his readers. But many 
of his 140 staffers are in their twenties 
and in tune with the latest fads. 

Lung and his team need to convince 
readers like Teresa Lee, a working mother, 
that it is worth spending HK$5 on their 
paper every day. Lee bought two copies of 
the tabloid “to see what's in it,” but says 
she is not likely to buy another soon. 
"There aren't enough interesting features. 
Besides, I don't even have time to finish 
reading my main paper, Ming Pao,” she 
says. Another reader gives the tabloid a 
positive response. “I like the feel of a 
smaller paper; it's easier to read." 

Hong Kong Today hopes to sell an ambi- 
tious 300,000 copies daily, almost as many 
as the territory's best-selling Chinese daily, 
the Oriental Daily News. The tabloid's cur- 
rent circulation is a modest 50,000 copies, 
says Lung, adding, “we know it's a major 
battle to change people's reading habits." m 
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The Far Eastern Economic Review Asia 1994 Yearbook 


The Asia 1994 Yearbook, now in its 35th year, is the cumulative result of thousands of hours of on-the-spot 
reports, research and analysis, by the world's leading team of Asia-based Asia experts. It contains detailed 
information on 32 countries, from Afghanistan to Vietnam, as vast as China and as tiny as the South Pacific 
islands of Fiji. There are features on Population, Trade, Energy, Transport and Military Affairs, as well as an 
abundance of photographs, charts, tables and graphs. And in keeping with the rapid changes of the Central 
Asian republics, you'll find an enlarged section on the Russian Far East. 

No other volume can match The Yearbook's range, nor its expertise. It's everything you need to know 
about Asia today. Without the mystery. Without the myth. Order yours today. 





Please rush me the just-published ASIA 1994 YEARBOOK. 


Q Enclosed is a cheque/postal order for made payable to Review Publishing Co., Ltd. 
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TRAVELLERS' TALES 





PANTIELOONS: Gentlemen: are you fed 
up of having the contents of your under- 
pants all jumbled up? Businessmen at 
Hanol Group in South Korea have come 
up with the answer: Mr. Bau Underpants, 
which feature a cunning system of sepa- 
rate "chambers." 

Without going into unseemly detail, let 
me just say that there are material divi- 
sions within this garment. Remarkable 
documents about them were sent in by 
reader David Lynch of Ansett, New Zea- 
land. 

"Our Bau Underpants separates geni- 
tals in three ways," claim the makers. Three 
ways? Ouch. 

The Hanol Group claims that the new 
knicks save infertile men from a horrible 
fate. "The man who has less than 
60,000,000 sperms in 1cc of testosterone can 
be named as a sterile patient and will be- 
come vegetable regardless of his age." 
They do not specify which vegetable, but I 
think I know the sort of chap they mean. 

Some men increased their sperm-count 
tenfold by wearing Mr. Bau Underpants, 
the makers say. (So better order a large 
size.) The garments also “prevent and cure 
the Aids." What more could you want? 

The inventors are looking for agents all 
over the world. Yes, you could be their rep- 
resentative. "Partners wanted who are will- 
ing to promote the markets of annual 
10,000,000,000 pieces of men's under- 
pants," the firm says. 

This indicates that everyone in the 
world, including all the women, will even- 
tually have two sets. I like a company that 
thinks big. 














BRUM CE) 
Maximum crulsing fright level (m) 





FRIGHT RECORDER: Michael March of 
Nynex recently boarded a China Eastern 
Airlines flight in Shanghai. In the inflight 
magazine, he found the list of specifications. 
"| suspect the ‘Maximum cruising fright 
level’ on China Eastern is far higher than 
that on many other international carriers,” 
he said. 





ONE’S COMPANY: Pat Malone sent in a 
cutting of an advertisement in which? the 
Pacific Intercultural Exchange of CalifStnia 
says it can help students from East Asia 
achieve “bilingual fluency in English.” 
How can you be bilingually fluent in 
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English? Isn't it customary to be bilingually 
fluent in two languages? 





MENTAL: I hear from reader J. K. Kuliang 
of Singapore, that a company there called 
Tontine is selling a human-sized cushion 
called The Body Pillow, using the slogan: 
"The perfect male substitute. Warm, cud- 
dly and totally brainless." 

Maybe this is what happens to men 
who don't wear Mr. Bau Underpants? 





HOLESOME: There's been a lot of fuss in 
South Korea about people using false 
names to disguise ownership of assets. 
Friend of mine comments: "The ancient 
Hebrews used to place all their sins on a 
goat, so the concept of ‘holding companies’ 
is not new at all.” 





NATURAL DRINKING WATER 
FREE BACTERIA 


SÀN PHAM MGI DUOC KHU TRUNG BANG. OZONE 1 
NEW PRODUCT IS TREATED AND OZONATED BY SAPUWA | 


GERM OF AN IDEA: Reader Alan Goldstein 
and two colleagues, Eddie Teh and Frank 
Doe, recently stayed at the luxurious 
Continental Hotel in Ho Chi Minh City, 
Vietnam. To keep themselves healthy, they 
bought bottled water — which came with an 
added extra, according to the label (above). 
“They charge for everything except for the 
bacteria," said Alan. 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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GENERATION GAP: A reader bought a 
packet of condoms in Watson’s, the Hong 
Kong chemist, and found the label said: 
“Not to be used after 1997.” 

“Have we been told everything?” he 
asked, his voice filled with concern. 

Actually, sex will be illegal in Hong 
Kong after 1997. Communists propagate 
through a process called Nocturnal Party 
Member Supplementation Activities. 
























10. Mike carjacked a Chevy 
Camaro for his date Saturday 
night with his 14 year old 
girlfriend. He was arrested 
that night while making his 
girlfriend in the backseat. 
How much prison time is he 
looking at for the carjacking 
and for statutory rape even 
though the girl looked legal? 
Assume no prior convictions 
in arriving at your answer. 


Mike is only twelve, so will serve 

no time and will be back at the lot 
in someone else’s car next 
Saturday. 








GUN LORE: This exam paper (above) is 
the latest humour document doing the 
rounds of offices in Southeast Asia via fax 
and E-mail lines just now. It is called the 
East Los Angeles Maths Test, and purports 
to be an educational document designed 
for that infamously rough neighbourhood. 
The questions are all based on drive-by 
shooting success ratios, calculation of drug 
money deals and so on. A Los Angeles resi- 
dent told me: “The really scary thing about 
this is that it sounds like it could actually 
work.” 





WAI NOT? Met a reporter from the Hong 
Kong Commercial Daily whose name was 
But Wai. Imagine trying to explain this to 
an English speaker: 

John Smith: Hi. What's your name? 

But Wai: But Wai. 

John Smith: Just thought I'd ask. I’m 
John Smith. 

But Wai: But Wai. 

John Smith: I was only trying to be 
friendly. Are you going to tell me your 
name or not? 

But Wai: But Wai. 

John Smith: All right, be like that. 
(Slams door.) a 
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8 good reasons why you 
should 


join our Executive Club. 


ONE. You will get priority waitlisting. 
TWO, You will get seat preference. 
THREE. You will get meal preferences. 
FOUR. You will get preferential hotel rates. 
FIVE. You will get preferential car hire rates. 
SIX. — You will get security luggage tags. 
SEVEN. You will get 24 hour worldwide 


medical assistance. 


EIGHT. You will get 24 hour worldwide 


general assistance. 


Address 











And 8 excellent reasons 


why 





you shouldn't bother. | 


ONE. You never fly anywhere. 
TWO. You have your own private 747-400. 


THREE. You have your own personal chef who 


always prepares your favourite meals. 


FOUR You own your own hotel chain. 


FIVE. 


You can’t drive. 





SIX. 


You have your own private army. 


SEVEN. You've never had a day illness in your 
life and you dont intend to start now. 


EIGHT. You run your own self-help group. 


BRITISH AIRWAYS 
The worlds favourite airline. P 








É In China's 
eyes, the 
people of 

Hong Kong 
(whom the 
Chinese 

Government 
regularly 
praises as 

patriotic) in 
fact prefer 
pro-British 
candidates g 





Legislative Council: transition questions. 
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China Should Trust Hong Kong 





Beijing seems to prefer British appointees to elected officials 


C hina's reaction to Britain's unilateral decision 
— after seven months of futile negotiations 
— to introduce a bill into the Hong Kong 
legislature regarding relatively “uncontentious” ele- 
ments of the 1994-95 elections has been firm but 
muted. 

While Chinese officials from President Jiang 
Zemin on down should be applauded for refraining 
from the bullying tactics of the past, their stated 
reasons for opposing the British proposals remain 
unpersuasive. Essentially the Chinese say the Brit- 
ish proposals contravene the Basic Law, which 
comes into effect on July 1, 1997, and represent an 
effort to perpetuate British influence in Hong Kong. 

It is not clear, however, how proposals made by 
Governor Chris Patten in any way extend British 
influence beyond June 30, 1997. Quite the opposite. 
The British are proposing that they give up the right 
to appoint people to sit on district boards and mu- 
nicipal councils and let the people of Hong Kong 
elect all the members of these bodies. 

China's claim that such a move will extend Brit- 
ish influence beyond 1997 suggests that, in China's 
eyes, the people of Hong Kong (whom the Chinese 
Government regularly praises as patriotic) in fact 
prefer pro-British candidates. China must think that 
Hong Kong people are more British than the British 
themselves, since the alternative to elections is for 
the British colonial government to continue putting 
their own appointees on these bodies. 

China's preference for the British Government 
over the people of Hong Kong is also evident in 
Beijing's announced decision to dismantle the legis- 
lature come July 1, 1997. Its right to do so is, of 
course, not in question. But it is clear that China 
was prepared to accept a “through train” whereby 
those elected in 1995 would serve beyond 1997 if it 
could reach an accord with Britain. 

As Zhu Yucheng, deputy direc- 
tor of the Xinhua newsagency in 
Hong Kong, said, “originally we 
hoped to have British cooperation.” 
But now that such an agreement 
appears unlikely, China has said it 
will accept no resolution made by 
the Hong Kong Legislative Council 
regarding the 1994-95 elections — 
even if that council votes to toe the 
Chinese line 100% on all issues. 

Such a stance indicates that 
China trusts Britain far more than it 
trusts the people of Hong Kong. 
Ironically, while China says that its 
decision to dismantle the legislature 
in July 1997 is because Britain’s pro- 
posals are inconsistent with the Ba- 
sic Law, it appears that some of Chi- 
na's decisions may themselves be 
inconsistent with the Basic Law and 
the relevant decisions of the Na- 
tional People's Congress (NPC). For 
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example, the decision to scrap the Legislative Coun- 
cil come 1997 conflicts with China's NPC decision on 
April 4, 1990, regarding the first legislature of the 
Hong Kong Special Administrative Region (SAR). 
This states that if the composition of the last Legis- 
lative Council before 1997 “is in conformity with 
the relevant provisions of this decision and the Ba- 
sic Law,” then those of its members who uphold 
the Basic Law and pledge allegiance to the SAR as 
well as fulfil certain other conditions may "become 
members of the first Legislative Council of the Re- 
gion." 

That same day, the NPC declared that the first 
government and first legislature of post-1997 Hong 
Kong "shall be formed in accordance with the prin- 
ciples of state sovereignty and smooth transition." 

This should mean that, where the question of 
sovereignty is not involved, the principle of smooth 
transition must prevail. Yet even though China ac- 
knowledges that local bodies such as district boards 
and municipal councils are not organs of power (in- 
deed, they are so insignificant that the Basic Law is 
silent on their composition), Beijing asserts that 
these bodies will be dismantled in 1997 as well, 
thereby violating the principle of smooth transition. 

On top of this, the Chinese Government is say- 
ing that each and every law now in force in Hong 
Kong must be scrutinised to see if it is consistent 
with the Basic Law before it can be part of future 
Hong Kong law. This appears to reverse the proce- 
dure laid down in the Basic Law, which says that 
“laws previously in force in Hong Kong” shall form 
part of SAR law, except for any that contravene the 
Basic Law. 


pretation of the Basic Law in the Standing 

Committee of the NPC, which "shall consult its 
Committee for the Basic Law of the Hong Kong 
Special Administrative Region before giving an in- 
terpretation of this Law." 

Hence, before any law can be struck off, the 12- 
member committee — six from the mainland and 
six from Hong Kong — must first be formed. Ac- 
cording to the NPC, Hong Kong members "shall be 
nominated jointly by the Chief Executive, President 
of the Legislative Council and Chief Justice of the 
Court of Final Appeal." 

This must mean that before the committee is set 
up, and before any laws are declared invalid, there 
must first be a functioning legislature. And, if the 
NIC decision is to be observed, the first members of 
this new legislature will consist of people from the 
pre-1997 legislature who meet the criteria laid down 
in the Basic Law and by the Nrc. This must be the 
case, whether or not there is an agreement with Brit- 
ain, if the Chinese Government is to treat the NPC as 
“the highest organ of state power,” as the Chinese 
Constitution stipulates. 

Otherwise, China, in venting its spleen on Britain, 
may find itself caught in contradictions of its own. 8 


F inally, the Basic Law vests the power of inter- 
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Step inside and feel the extra room 


At Saab we combine high perform- 
ance and highly developed safety 
features with high efficiency, yet achieve 
in extraordinary level of interior 
comfort without increasing the car's 
exterior dimensions. The new 900 is 
a very special car, the product of a 
very special kind of relationship: Saab 


VERY SPACIOUS. VERY SMART. 


4 striving to- 
engineers and design 


d Car where every 
- roduce 

germer to pi AWS a purpose of 
point of form ff 


mi, Mique approach has 
function. Ve exceptional cars. And 


e 
produc do is no exception. 
our ner 


ARTHOPAEDICALLY-CORRECT 
COMFORT. 


Externally, it's compact. Yet 
"deceptive. Step inside. The spacious 
interior is elegant and refined. The 
generosity of leg- and headroom is 
surprising (3 adults can occupy the 
rearseat in comfort with individual 3- 
point seatbelts and head restraints.") 
Seating is orthopaedically-correct and 
supportive. The contoured driver's 
seat makes for good contact with the 
car inspiring immediate confidence, so 
crucial to intelligent and safe driving. 
All passengers travel in the highest 
possible comfort and safety. By partial 
folding, the rearseat allows the 
cavernous luggage compartment to be 
increased by over 40%, or more 
than doubled to almost estate-car 
dimensions when fully folded. 


COMMAND AND CONTROL SYSTEMS. 


Command of the new 900 comes 
naturally with all controls logically at 
hand. And to maintain undisturbed 
concentration, we've reduced night- 
time distraction by applying our avionics 
experience. Saab's new ‘Black Panel’ 








function allows the driver to switch off 
all instrument lighting except the speed- 
ometer. Other instruments illuminate 
on a ‘need-to-know’ basis. Our Side 
Information Display pane! supplies 
additional information such as light bulb 
failure, brake fluid level checks and 
exterior temperature warnings near 


freezing 


OUR NEW ENGINE. OUR FRESH AIR. 


Now experience the smoothness. In 
addition to our renowned high-torque 
range, we've introduced a powerful new 
2.5 litre, 24 valve V6 engine. Clean, 
efficient and very smooth, it provides 
tranquil driving comfort. And for 
a tranquil interior, our standard 


ventilation system changes 5 cubic 





THE NEW 900. 


metres of cabin air through 13 outlets 
every minute. Microscopically filtered 
air: no spores or pollen to aggravate 
allergies; no lethal asbestos brake dust 
from less environmentally-conscious 
vehicles. Our Saab Automatic Climate 
Control system (standard on the 900SE 
model) ensures a constant comfortable 
temperature regardless of the weather 
outside. 


WE EVEN INTEGRATED 
THE COMMUNICATIONS SYSTEMS. 
We've designed our own in-car 


entertainment system. Accelerate, and 





the volume automatically increases to 
compensate for increased noise levels. 
If a built-in carphone rings, volume 
lowers. It searches wavelengths auto- 
matically for news, specific music types 
and current affairs. It can interrupt your 
recorded music with news broadcasts 
or motoring messages. It can even reset 
your clock. And, because our audio 
system fits no other car, it deters 


thieves. 


UNIQUE APPROACH BREEDS UNIQUE 
COMBINATION. 


By fusing the disciplines of ergonom- 
ics, optics, mechanics, electronics 
and acoustics, the special Saab design 
approach produces all the necessary 
requirements for safe and comfortable 


VERY SAAB. 


driving in a new and unique combina- 
tion: the new Saab 900. 

Typically, our unique combination 
turns out to be V pi luxurteus indeed. 
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240-3033 or fax a copy of your business card to +44-71-240-6033. | € 
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Conservationists worry Thailand’s na 


tional parks may be ruined 





TUAM NS 


ENVIRONMENT 


————— M —- a 8 Cf 





— like some of the country’s beaches — in the pursuit of the tourist dollar. 


Parks Under Siege 


Thai plan to develop national parks for tourism faces opposition 


By Paul Handley 
hey've already ruined our beaches. 
[ Why must they take the parks? That, 
in a nutshell, is what the opposition 
says about a plan to let the Tourism Au- 
thority of Thailand (TAT) assume control 
Over significant chunks of the country’s 
national parks. 

After eyeing the parks for the past few 
years, TAT in 1993 submitted proposals to 
take legal ownership of a sizeable portion 
of national park land currently adminis- 
tered by the Royal Forestry Department. 
The plan’s leading proponent, Savit 
Bhotivihok, minister in charge of tourism, 
wants TAT to build hotels and restaurants 
on the sites either by itself or in conjunc- 
tion with the private sector. Savit himself is 
a hotelier with strong backing among busi- 
nessmen in the tourism industry. 

TAT's potential infringement on the 
parks is not something Thailand's environ- 
mentalists are happy about. As Chayant 
Pholpoke of the Thai Network on Tourism 
explains: "It is an attempt to get hold of 
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good land, using the term tourism devel- 
opment as an excuse." 

Victory in the first round of the "Parks 
War" went to TAT opponents in mid-Octo- 
ber, when they stirred up enough publicity 
and opposition to the plan to force the gov- 
ernment to put it on hold. But the early 
victory might prove short-lived. Although 
Prime Minister Chuan Leekpai backed 
down, fearing a major challenge in parlia- 
ment at a time when the coalition govern- 
ment's foundations were rocky, many po- 
litical observers expect the proposals to re- 
surface in 1994. Indeed, certain essential 
parts of the TAT plan — especially those 
governing park establishment and admin- 
istration — are now pending. 

Few observers are surprised that TAT 
has set its sights on Thailand's system of 
national parks. Since it was founded in 
1961, the system has grown very respect- 
ably, currently embracing 77 national parks 
with a further 24 slated for gazetting over 
the next seven years. Ranging up to hun- 
dreds of thousands of hectares in size, they 
cover a wide range of important water- 


FAR EASTERN ECONOMIC REVIEW 


sheds, marshes, underwater coral parks, ar- 
chaeological sites and mountain and 
coastal forests. On paper the network may 
be the most impressive and ecologically 
diverse in East Asia. 

On paper, that is. Reality is somewhat 
different. Under the weak, politically 
abused administration of the national 
parks division of the Forestry Department, 
the parks have undergone terrible abuse, 
usually by the powerful and well con- 
nected. Even today, the abuse has not let 
up. Take, for example, the following: A 
mafia-like group has turned one park into 
80% shrimp ponds. Two island parks, Koh 
Samet and the famous Koh Phi Phi, have 
been covered in illegal bungalows and ho- 
tels, which produce trash and overload the 
natural environment. And the large 
Thaplan National Park is basically off lim- 
its to visitors, but not to the police and 
army-backed loggers, who have cut down 
80% of its forest, leaving the rest for their 
private hunting groups. 

In fact, development in Thailand has 
affected nearly every park: hotels, bunga- 
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lows, golf courses and resorts are being soar. But ever since 1990, tourism growth ` spread environmental and social degrada- 


forged by well-connected developers sport- 
ing questionable, but unquestioned, land 
documents. Khao Yai National Park 200 
kilometres northeast of Bangkok, for exam- 
ple, now has two golf courses — one in the 
middle built by TAT and a second on its 


side built by military-backed businessmen. - 


And the Dusit Rayavadee hotel — built by 
the Premier and Dusit Thani groups — is 
in the middle of one of the country’s most 
beautiful national parks, Haad Nopparat 
in Krabi province. 

Even if the parks division and the For- 
estry Department wanted to do anything 
about development, they couldn't. They 
must bow to the minister of agriculture, 
who is more likely to work with business- 
men and politicians interested in getting 
park land for development. Moreover, For- 
estry Department staff members are under- 
paid, demoralised and given little direc- 
tion. The result: many turn to poachers and 
land thieves to supplement their incomes. 
Those dedicated to protecting parks pro- 
vide information to activist groups. 

All of which is to say that the parks 
already have serious problems — problems 
linked to bad management, lack of straight- 
forward policy and political interference 
from the top. Even Witoon Permpong- 
sacharoen, director of the non-governmen- 
tal Project for Ecological Recovery and a 
firm foe of the TAT park plan, admits the 
first problem is the Forestry Department. 
"The department does not have 
the capacity to control parks. If 
it had done well it would not 
have pressure to allow TAT in," 
he says. 

For Savit and TAT, however, 
the Forestry Department's in- 
ability basically means the de- 
partment is in default. For TAT, 
the parks are the latest frontier 
in its never-ending goal to at- 
tract more visitors and keep 
Thailand as Asia's favourite 
tourist destination. If the For- 
estry Department cannot help, 
then it should be removed 
from the process. 

Seree Wangpaichitr, deputy 
governor of TAT, explains: "The 
natural resources in the coun- 
try that still maintain a neat and a clean 
environment are limited. Many have been 
utilised carelessly, resulting in deteriora- 
tion. To stop the deterioration it is neces- 
sary for the government to tackle the exist- 
ing problems, to maintain the natural con- 
dition as good as possible. We think the 
national parks need to be under good con- 
trol and should be provided with system- 
atic administration and management." 

Can TAT measure up to the job? To be 
sure, it has had fabulous success in its own 
industry. In 1987, its Visit Thailand Year 
saw the number of tourists to the country 
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has been stagnant. In addition to the 1991- 
92 political turbulence and an economic 
slump in Europe and Japan, tour com- 
panies say visitors have shied away as Thai 
beaches have become more developed, ho- 
tels more expensive and cities more con- 
gested and polluted. Yet, at the same time, 
the tourist industry has pressed TAT heav- 
ily to attract more tourists. 

And so, again ahead of the curve in Asia, 
TAT wants to latch onto the trendy "eco- 
tourism" theme. Thai national parks are one 
of the few places left to which foreign tour- 
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Sign at Dusit Rayavadee Hotel construction 
site in Haad Nopparat national park. 
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ists have not flocked. And, since clearly the 
Forestry Department does not know how 
to do it, TAT sees itself as the organisation to 
make the parks "accessible." 

Naturally, environmentalists take a dif- 
ferent view. They regard TAT as just an- 
other uncontrollable development steam- 
roller. Chayant Pholpoke sums up the TAT 
plan more simply: "Tourism product runs 
out. They need new product. The first to 
run out was Pattaya, then Phuket, then 
Koh Samui, then Chiang Mai. So they have 
to find something new." 

What he is referring to is the wide- 
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A 1993 protest against tourism development in national parks. 


tion brought by uncontrolled tourism to 
those areas and more. Polluted beaches, 
ruined skylines, rip-off tour organisers and 
aggressive criminal gangs have turned 
many tourists off Thailand. 

Even TAT's Seree agrees: “We have to 
sell quality destinations,” he explains. “If 
the destination has been deteriorated, how 
can we sell it?” But he argues that TAT can- 
not be blamed for the degradation; local 
businesses and governments have ignored 
TAT attempts at planning and regulating 
tourism development. 

Environmentalists, however, are not 
completely opposed to getting more visi- 
tors into the parks. In fact, says biologist 
Belinda Stewart-Cox, "There's no reason 
why tourism should not be beneficial to 
conservation." But, she cautions, the issue 
remains "a question of management." TAT, 
she says, "does not think in terms of con- 
servation. It is tourism for tourism's sake." 

The point may have some merit. Savit 
and TAT have yet to say exactly what kind 
of tourists they want to bring to the parks 
or in what numbers. Nor has TAT spelled 
out its plans for what it would do with the 
park land it wants to obtain under its pro- 
posal. Seree insists TAT would not build 
golf courses, but he was not so categorical 
about constructing hotels inside the parks. 

In fact, the recent record suggests that 
TAT believes tourism in the parks can be 
developed in a large way. Only two years 
ago it was pushing a plan to 
build a multi-story hotel with 
hundreds of beds in the centre 
of Khao Yai park. That was 
halted, or delayed, by public 
opposition. 

And, rather than stress the 
need for low numbers of tour- 
ists in the national parks, TAT 
t .] went international with adver- 
yu, tisements trying to sell the 
parks to foreign visitors, even 
id before the parks were ready to 
deal with it. 

Furthermore, even within 
TAT there is opposition to the 
idea that the agency can take 
over and manage tourism fa- 
cilities in parks — which in fact 
would put it in competition 
with the very industry it is trying to pro- 
mote. A number of TAT staff voice strong, 
albeit quiet, criticism of Savit. 

But the plan has not been halted, much 
to the dismay of many. "Look at the 
record," says Witoon of the Project for Eco- 
logical Recovery. “TAT has conspicuously 
failed to contain the environmental impact 
of tourism in the coastal regions. So why 
do they have to take the land from the 
parks?” m 
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Paul Handley is a Review correspondent based 
in Bangkok. 
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Stateless Children 


Offspring of illegal aliens in Japan face legal limbo 





By Sachiko Sakamaki in Tokyo 


ndrew is a lively two-year-old boy 
A whose skin is slightly dark. Roberta 

Reese, his adopted mother, calls 
him uchu-jin, or spaceman, because he is 
neither Japanese nor anything else. He is 
the son of an Asian bar hostess. His mother 
disappeared after handing him over to 
Roberta and her husband, William, who 
are both missionaries. 

Andrew is stateless. And he is only one 
of a growing number of children born in 
Japan who are in legal limbo. Their pres- 
ence raises serious ethical and legal ques- 
tions for the governments of Japan and sev- 
eral Southeast Asian nations. 

Children like Andrew are the progeny 
of Japanese men and Asian hostesses and 
prostitutes who are working illegally in 
Japan. Officially, there were 74 stateless 
children nationwide (under four years old) 
at the end of 1991, the last date for which 
figures are available. But Takashi Sakata, 
head of the Japan Red Cross Central Hos- 
pital Infant Home, puts the number much 
higher. He estimates that there are “hun- 
dreds, if not thousands” of stateless chil- 
dren in Japan. If so, their numbers may 
exceed the rash of children born during the 
Korean War to American servicemen and 
local women. 

Health care and aid workers say the 
babies are most frequently abandoned by 
women who enter Japan with a fake pass- 
port and are employed in the entertain- 
ment industry by Japanese yakuza, or gang- 
sters. The government estimates that there 
are about 300,000 illegal foreigners work- 
ing in Japan, including bar hostesses. 

HELP, an aid group for Asian women, 
puts the population of illegal women 
workers alone at 300,000. The number of 
foreign women employed in the Japanese 
sex trade has been rising, say analysts, be- 
cause Japanese men have grown more cau- 
tious in seeking sex abroad for fear of con- 
tracting Aids. Instead, the yakuza have 
been importing Asian women, mainly Fili- 
pinos and Thais, to work in Japan. 

Despite their illegal status, and the pres- 
ence of a substantial abortion industry in 
Japan, these women often decide to give 
birth when they get pregnant, sometimes 
because they cannot afford an abortion. 
Once they do give birth, though, they are 
afraid to register the birth for fear of being 
found out and deported. It is at this point 
that the child becomes stateless. 

According to Japan’s nationality law, to 
obtain Japanese nationality one has to have 
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Andrew with his adopted mother. 


either a Japanese father or mother at the 
time of birth. A child born in Japan to un- 
known parents can also be accorded Ja- 
panese nationality. 

What this means is that if a baby is 
abandoned on a Tokyo street, it can be- 
come a Japanese national because neither 
its father nor mother is known. Such chil- 
dren receive immunization and schooling 
paid for by the state or private concerns. 
They can also be put up for adoption. 

Stateless children, however, are not 
guaranteed the same treatment. But if they 
end up in an infant home, orphanage staff 
can and do negotiate with local authorities 
to give the children proper care. 

The bigger problem, though, is with the 
unregistered children still living with their 
mothers. Aid workers worry these children 
will be exploited by the yakuza, which 
does a substantial trade in child pornogra- 
phy.” Abandoned babies are more fortu- 
nate than stateless babies,” says Sakata of 
the Red Cross Infant Home. 

Roberta Reese has sought to highlight 
these problems by filing a suit on behalf of 
her adopted son, Andrew, in March 1992, 
arguing that he ought to receive Japanese 
nationality. The progress of the suit to date 
indicates the depth of the difficulties facing 
stateless children. 

Andrew was born in January 1991 in 
snowy Nagano prefecture. His mother, 
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who is said to be Filipino, vanished five 
days after his birth. Andrew's birth certifi- 
cate says his mother is Cecilia Rosete, aged 
25. Her nationality was left blank. 

The Ministry of Justice found an immi- 
gration document for Cecilia Rosete and 
insisted that both she and the child are Fili- 
pino. The Philippines Embassy, though, 
refused to grant Andrew nationality on the 
grounds that they could not identify 
Rosete. 

In February 1993, a Tokyo District court 
granted Andrew Japanese citizenship on 
the grounds that his parents were un- 
known. The court pointed out that Rosete's 
immigration document conflicted substan- 
tially with the information found on his 
birth certificate. The Ministry of Justice ap- 
pealed, however, and Andrew remains 
stateless. 

"Because his mother is a Filipina, he 
should be registered as a Filipino," says 
Yukinari Yamano of the Ministry of Jus- 
tice. "The mother has to take responsibil- 
ity. It's a matter of ethics." 

Interestingly, Andrew's father's ethics 
aren't being questioned at all, a situation 
which has lately given Japan a good deal 
of diplomatic discomfort. In the Philip- 
pines, there are an estimated 10,000 
"Japinos," or babies born there to Japanese 
fathers. HELP believes that a similar situa- 
tion may exist in Thailand and other South- 
east Asian countries. As a first step, it is 
sending a team to the Philippines and 
plans to file paternity suits when it returns 
to Japan. 

^We are not demanding that Japan 
change its nationality law," says Reese. 
“But because Japanese men caused these 
problems, their children should be allowed 
to have Japanese nationality." 

The question is how to interpret the 
words “when parents are unknown," says 
Reese. Legal specialists believe that this 
was meant to prevent babies from becom- 
ing stateless, but the Ministry of Justice 
seems to want to interpret it more nar- 
rowly. 

After all, say analysts, the Justice Minis- 
try has enough headaches in dealing with 
adult foreigners who are willing to do any- 
thing to enter and stay in the land of the 
mighty yen. The ministry conducts peri- 
odic sweeps of factories and nightclubs 
employing illegal labourers, who live in 
constant fear of deportation. 

Japan is about to ratify the Children's 
Human Rights Charter of the United Na- 
tions, which stipulates that every child 
should have a nationality upon birth. "This 
problem must be solved somehow before 
they reach school age," says Sakata. Using 
this treaty as leverage, he and others are 
arguing that the stateless children should 
be regarded as abandoned so that they can 
enjoy basic citizen's benefits. E 


Sachiko Sakamaki is a writer based in Tokyo. 


JANUARY 20, 1994 


BOOKS 


New China Testament 


Law and Legality in China: The Testament - 
of a China-Watcher by Laszlo Ladany. 
C. Hurst, London. £25. HK$160. 











French intellectual Simone de Beauvoir 
called him a "fanatical anti-communist full 
of hatred." Others, no doubt, share her 
view of Laszlo Ladany, a Hungarian Jesuit 
priest and scholar who lived in China from 
1940 to 1949. Ladany was one of the first to 
debunk the myth of Mao Zedong as the 
Great Helmsman, portraying him instead 
as a sly practitioner of realpolitik whose ig- 
norance destroyed China. His grim por- 
traits of China's post-revolutionary years 
were among the first, for example, to label 
the Great Leap Forward an unmitigated 
disaster, responsible for the country’s worst 
famine this century. 

After settling in Hong Kong, Ladany 
published China News Analysis, a weekly 
newsletter based on articles in the Chinese 
press, official communist party sources and 
interviews with refugees from the main- 
land. His work — highly critical of the Chi- 
nese Communist Party (CCP) and some- 
times faulted for being too personal and 
partisan — nonetheless forced other China- 
watchers enamoured of Mao's revolution 
to take a harder look at the early official 


Tall Tales 


Himalayan Voices: An Introduction to 
Modern Nepali Literature translated and 
edited by Michael James Hutt. University 
of California Press, Berkeley. US$56. 


Plunging headlong into this collection of 
poems and stories brings the immediate 
reaction that it’s well named. It’s almost 
as though the words are heard rather 
than seen on the printed page. The writ- 
ers’ voices compel us to listen as avidly 
as if they were storytellers beneath a vil- 
lage pipal tree. 

Nepali literature is a comparatively 
young art form, and though the sense 
of an oral tradition is strong, it has 
other, more sophisticated, antecedents. 
Until this century only high-caste male 
Nepalese were literate, studying San- 
skrit texts and Hindu scriptures. Al- 
though there are written edicts dating 
from the 13th century, only in the 17th 
century did creative writers begin to use 
what was to become the country’s offi- 
cial language. 
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versions of party history. 

Two themes become apparent in 
Ladany’s historical excavations. First, that 
the 40-year period of communist rule was 
the most repressive in China’s history. 
Second, that the Chinese people were bet- 
ter off in 1928-37 under Kuomintang (KMT) 
rule than at any other time this century. 

Law and Legality is Ladany’s last work, 
published posthumously from two uncom- 
pleted manuscripts. It offers basic informa- 
tion on China and a more comprehensive 
— if selective — analysis of what legality 
means in the Chinese context. 

In ancient times, writes Ladany, Chi- 
nese law was a blend of Legalist and Con- 
fucian principles. Each dynasty published 
its own code of laws. China adopted mod- 
ern Western legal institutions a century af- 
ter they appeared in the West. Japan and 
other countries in Asia subsequently 
adopted the Chinese model. 

The evolution of Chinese law, however, 
“suffered a severe setback from Mao's im- 
position of lawless arbitrary rule." Between 
1949 and 1953, the CCP an- 
nulled all laws in place 
under the KMT. To Mao, 
law was the “weapon of 
dictatorship" — its sole 


The rural focus of 
many of the short stories 
reinforces the impression 
that their authors are per- 
petuating an oral tradi- 
tion. But though village 
life is a popular subject, 
there are other recurring 
themes, including the 
role of women in Nepa- 
lese society. Politics and 
current events also provide inspiration, 
along with the foreign ideas and new 
freedoms to which Nepalese are ex- 
posed. 

While some of the writers actually 
live and work in India, this anthology 
retains a distinct national identity. The 
modern Nepali short story only came 
into being in the 1930s, but it has obvi- 
ously taken firm root, and writers are ex- 
perimenting with structure and themes. 
But analysis is best left in the expert 
hands of editor and translator Michael 
James Hutt. The most important thing is 
that the stories are thoroughly enjoyable. 

From the foreigner's point of view it's 
unfortunate that the strongest strand in 
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purpose to crush counter-revolutionaries. 
Legal codes “meant rigid rules that would 
dam up the free flow of revolution." Com- 
munist doctrine denied the independence 
of judges. To be arrested meant you were a 
criminal because the people's government 
was never wrong. 

Before the communists took power, 
some 60,000 lawyers practised in China. By 
1957 that number had dropped to 2,800. 
Most were purged as rightists and forced 
into different occupations, some as agricul- 
tural labourers. The legal profession was 
purged again during the Cultural Re- 
volution (1966-76). The military controlled 
the courts. Legal work ground to a halt. 
Neither criminal nor civil law was taught 
in universities. Judges were afraid to 
review unjust sentences. And court verdicts 
quoted not laws but the sayings of Mao. 

Thirty years passed before the Chinese 
leadership published its first criminal code 
in 1979. When legal work began anew in 
1981, China faced a shortage of 2 million 
lawyers, 1 million judges and the same 
number of defence lawyers. 

Ladany concludes this brief but in- 
formative study with a stark description 
of what it is like to live under the shadow 
of the public security bureau or to be de- 
tained without trial in one of the country's 
800 forced labour camps. A travesty of 
justice indeed. 

m Trish Saywell 


Trish Saywell is a writer based 
in Hong Kong. 


the evolution of Nepali 
writing is poetry, which 
occupies the fatter first 
section of the book. Po- 
etry is the most difficult 
literary form to translate, 
and by way of explana- 
tion rather than excuse, 
Hutt includes a note on 
the problems he faced. 

The enormous gulf 
between the two languages makes it dif- 
ficult to maintain both elegance and ac- 
curacy. Some words (the names of plants 
and musical instruments, for example) 
have no English equivalent. These have 
been left in Nepali, and explained in foot- 
notes. All things considered, Hutt has 
succeeded admirably in his aim to con- 
vey the "meaning, tone and emotional 
impact" of the writing. 

With his clear introductions to the 
subject and the authors, Hutt does a fine 


job in making Nepali literature ap- 


proachable, and in bringing it before a 
widé audience. m Sue Earle 


Sue Earle is a writer based in Hong Kong. 
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ASIA TO THE WORLD 


Asia'S booming economies are driven by 
business, financial, industrial and political 
leaders from all points of the globe. Their 
common link is a critical need for accurate 
information and analysis. Whether you're in 
Wanchai or Wall Street, the Review reaches 
you every week with its 
unique coverage of the 
global and regional aspects 
Of Asia . . . from within. 
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Nintendo’s Super Mario is locked in battle with Sega’s Sonic the Hedgehog. 


MARKETING 


Playing Games 


Competition in the home video-game market will get even 
hotter this year as Sony introduces a game player. There’s just 
one problem: video-game sales are falling. 


By Jonathan Friedland in Tokyo 


C all it a case of premature adoles- 
cence. The global home video-game 
industry, having survived a difficult 
birth and become a strapping, US$8 billion 
10-year-old, will enter an awkward and 
tortured transition this year. 

This was already clear during last 
month's key Christmas shopping season, 
when half of all annual video-game sales 
are recorded. Executives say they've seen 
the first signs of shrinkage in worldwide 
demand since the industry started, with 
seasonal sales growth dropping below 
expectations. Discounting of both hard- 
ware and software was rampant, in many 
cases encouraged by manufacturers. 

The competitive picture change? as 
well. For the first time, Sega pulled ahead 
of market giant Nintendo in the U.S. and 
Europe, though not in Japan, as its 16-bit 
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Genesis game machine won adherents at 
the expense of Nintendo's 8- and 16-bit 
players. Newcomers to the bazaar, such as 
Matsushita Electric's 3DO interactive 
multiplayer and Atari of America's Jaguar, 
failed to make much of a dent despite 
their technological superiority. 

The competition will intensify this year. 
Joining the pack of hardware makers will 
be consumer-electronics behemoth Sony, 
with its vast software library and its ability 
to transform its movie properties into fod- 
der for home video games. It expects a late- 
1994 Japan launch for its premier home- 
game player, dubbed the psx. Sega and NEC 
will also unveil more expensive next-gen- 
eration game players designed, in part, to 
put intolerable pressure on Nintendo, 
whose new machine isn't scheduled for 
release until 1995. 

Analysts say the picture that's emerg- 
ing for 1994 is one of an industry that's 
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grown large enough to be affected by re- 
cession and by the emergence of cut-throat 
sales tactics. In addition, consumer expec- 
tations and product-development costs are 
increasing exponentially, while the prod- 
uct life cycle of each new generation of 
game-playing machines is decreasing rap- 
idly. 

^We are in a transition period," says 
Kaori Hasegawa, a leisure analyst at 
Salomon Brothers in Tokyo. "Many com- 
panies will be competing with one another 
before the multimedia era actually gets 
under way. Six or seven will be in hot com- 
petition, and there won't be an industry 
standard until much later." 

The changing competitive imperatives 
are already being reflected in the business 
performances of the industry's big players. 
After a decade of ever upwards year-on- 
year sales and earnings growth, both 
Nintendo and Sega expect a slightly more 
sober picture to emerge at the end of the 
fiscal year in March. 

Nintendo expects a 13.3% year-on-year 
decrease in consolidated sales and a 27.2% 
drop in pre-tax profit. Better-diversified 
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and less-Japan-depend- 
ent Sega still expects a 
healthier performance, 
including a 15.3% jump 
in consolidated sales 
and a 14.1% increase in 
pre-tax profits. But 
most brokers aren't 
quite as sanguine. They 
predict that Sega will 
post a pre-tax profit de- 
cline. 

Despite the modest 
reversal in fortunes, the 
sheer size of the mar- 
ket, and the fact that 
video games have 
passed from a fad to a 
global cultural phe- 
nomenon, mean that firms like Matsushita 
and Sony can no longer ignore it. The U.S. 
video-game market alone at US$5.3 billion 
annual sales now eclipses the movie mar- 
ket, at US$5 billion, and is rapidly catching 
up to the theme-park market's US$6 bil- 
lion in annual sales. 

"Before, what we were talking about 
was a toy market,” says Aki Kodama, 
president of 3DO Japan. "But now we are 
looking at something more like the con- 
sumer-electronics market, which is three to 
four times larger." 

But whether the consumer-electronics 
companies can gain a durable foothold 
even in an enlarged market is very much 
open to question. After all, several of Ja- 
pan's big computer firms, including Fujitsu 
and NEC, have failed to make much of a 
mark despite occasionally dazzling tech- 
nology and deep pockets. 

Sony and Matsushita are pinning their 
hopes on a combination of technological 
and market factors. For instance, the prod- 
uct life cycle for each generation of game 
player is shrinking rapidly. Eight-bit ma- 
chines dominated the market for eight 
years, while 16-bit players — introduced in 
1990 — are being challenged by 32-bit play- 
ers after only three. 

The first of these, Matsushita's 3DO in- 
teractive multiplayer (which isn't strictly a 
game machine, but the first integrated 
multimedia player) hit the market in Octo- 
ber. On January 5, Sanyo Electric said it too 
would make a version of the machine. Not 
to be outdone, Atari's 64-bit Jaguar, test- 
marketed over Christmas in California and 
New York, is due to go into broader re- 
lease this year. 

The huge cost of staying on the cutting 
edge theoretically works to the advantage 
of the giant consumer-electronics com- 
panies, with their big research budgets and 
manufacturing operations. So too does the 
need for more sophisticated software. 

"The technical quality of the games is 
moving up to the level where we can ap- 
ply our expertise," says Masatsuka Saeki, a 
manager at Sony Entertainment. "Game 
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dware: winning in the U.S. and Europe. 
software is the perfect area for Sony to 
blend its audio and video capabilities." 
Indeed, Sony's prototype machine, the 
PSX, stunningly maps video images from 
"Ghostbusters" — a property Sony inher- 
ited when it bought Columbia Pictures in 
1989 — onto spinning cubes and polygons 
that can be manipulated instantaneously 
by a player. Ditto for the 3DO player, 
Which will soon offer a realistically an- 
noyed T-Rex in a shooting game photo- 
graphed in tandem with Matsushita's MCA- 
owned blockbuster, “Jurassic Park.” 
These three-dimensional images are a 
far cry from the stick figures on 8-bit ma- 


Sega Catches Up 


Sega’s consolidated sales are expected 
to exceed Nintendo’s in fiscal 1994 
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chines and the only 
slightly more compel- 
ling two-dimensional 
characters running 
about on the 16-bit for- 
mat. At present, the re- 
ally good stuff is avail- 
able only on arcade 
games, such as Sega’s 
Virtua Racing and 
Virtua Fighting, and in 
the tiny handful of 
game software pro- 
grams already available 
for the 3DO and Jaguar 
platforms. 

Executives at Sony, 
Matsushita and Sanyo 
believe the improved 
hardware performance will lure more 
adults into the video-game market, which 
is now overwhelmingly composed of 
children and teenagers. Sony believes it 
can price its PSX at around Y50,000 
(US$450), while the 3DO multiplayers, 
which can also run audio, photo and 
video compact discs (CDs), are retailing for 
US$700 in the U.S. They'll be launched in 
Japan in April. 

Nintendo and Sega think those prices 
are crazy. "US$300 is the magic number,” 
says Sega Senior Managing Director 
Daizaburo Sakurai. “If a company can't 
put out a product in that price range, they 
can't be serious about game systems." 
Sega's next-generation Saturn will cost less 
than that, as will Nintendo's 64-bit 
machine. 

The insurgents also believe the shift of 
software media away from ROM (Read 
Only Memory) game cartridges towards 
CD-ROM discs works to their advantage. 
This trend has been spurred by Sega and 
by computer makers, who proffer CD-ROM 
drives as desktop attachments, and is al- 
ready well under way in the U.S. It fits 
particularly well with Sony's plans; ana- 
lysts say the company already has a 25- 
30% share of the U.S. market for CD-ROM 
drives. 

CD-ROM discs have more memory ca- 
pacity than ROM cartridges and thus are 
able to store the kinds of video images in- 
creasingly demanded in games now being 
readied for the 32- and 64-bit players. They 
are also far cheaper to manufacture — 70 
US cents per unit, compared with US$10 
for ROM. This is even more the case if a 
company like Sony already has a big audio 
CD-pressing capacity. 

Cartridge-based games, on the other 
hand, have a faster response time and are 
far cheaper to base hardware around. For 
example, Nintendo's Super Famicom sys- 
tem (known as Super NES in the U.S.) re- 
tailed this Christmas for ¥12,000 in Tokyo. 
That's about the same price as a bare-bones 
CD-ROM player. 

Muddying the competitive waters has 
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been the collapse of the system of software 


development pioneered and used to great | 


effect by Nintendo. Prior to succumbing to 


pressure from the U.S. Congress and De- | 


partment of Justice in 1990, Nintendo used 
to require exclusivity from its software 
writers. With its huge installed base of 


machines — one out of every two game | 
| hen 1993 began, most Singapore 
economists expected the city- 


players sold worldwide to the end of 1992 
was made by Nintendo — that translated 
into incomparable clout. 

That lead has been substantially eroded. 
Over the last two years, Sega has patiently 
lured top game-software houses, including 
Capcom of Street Fighter II fame, into writ- 





ing versions for simultaneous release on its | 
game players. 3DO and Sony are attempt- | 
| ance last year was one of the best in Asia. 


ing to further the trend by offering dis- 
counted development tools to any software 
company that wants to make games for 
their platforms. 

“If I were Konami or any of the other 
top software companies, I would write 
hardware for the top-three-selling plat- 
forms," says Kazuhiko Nishi, president of 
software distributor and publisher ASCII. 
“You really can't afford not to any more.” 

What's more, unlike Nintendo and 
Sega, which use profits from software to 
subsidise the sale of their hardware play- 


ers, the newcomers are giving a bigger cut | 


of the profits to the software developers. 
"Sega and Nintendo have been prepared 


to sell their hardware free of charge," says | 


Koji Hase, senior manager of the advanced 


media division at Toshiba. "But if software | 


gains and hardware continues to lose, the 
market will never grow. Everyone has to 
make some money in the process." 
Nintendo, whose 64-bit player will uti- 
lise ROM, claims to be unfazed by all of 
this. It argues that neither the proliferation 
of CD-ROM platforms nor the end to soft- 


ware exclusivity will result in its perma- | 
nent eclipse. "The most important thing is | 


for the games to be very good," says 
Hiroshi Imanishi, a manager at Nintendo's 





Kyoto headquarters. "We are, after all, in | 


the entertainment business." 
"People are saying we are entering into 
the next generation of platforms and that 


cartridge-based machines are finished. This | 


is nonsense," Imanishi contends. The rea- 
son? "It's software content that counts in 
this industry, not hardware specifications." 


And Nintendo, he adds, still attracts the | 


best software on offer from vendors be- 
cause it has by far the biggest installed base 
in the market. 


That advantage may dissipate quickly, | 


however, if the new 32- and 64-bit ma- 
chines hitting the store shelves in 1994 are 


as good as promised. "The new systems | 


should be able to show the customer some- 
thing drastically different," says Sega’s 
Sakurai. “Nintendo may have the biggest 
share of the market now, but that will 
change when we have our new system. 
You can count on it.” " 
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MONITOR: 


SINGAPORE 





High-Octane Growth 


state's economy to grow about 7% 
in the year. As it turned out, GDP actually 
grew by a near double-digit 9.8%, four per- 
centage points higher than the 1992 growth 
rate of 5.8%. 

Singapore has not seen annual double- 
digit growth since 1988, and its perform- 


The preliminary GDP growth rate of 
9.8%, announced by Prime Minister Goh 
Chok Tong early this year, implies fourth- 
quarter growth of 12.8%. That's impressive 
by any measure and represents an accel- 
eration from the growth rate of 7.4% in the 
fourth quarter of 1992. 

Prime Minister Goh did not release a 
sectoral breakdown. But it seems safe to 


Still Booming 


Singapore’s GDP growth 


'88 '89 ‘90 '91 
* Estimate: 6-8% 


'92 '93 '94 
Source: Singapore Government 





conclude that the twin engines of Singa- 
pore's economy were financial services and 
manufacturing. 

Singapore's stock exchange, like every 
bourse east of Suez and west of Tokyo, 
turned in a sterling performance in 1993, 
while its foreign-exchange markets bene- 
fited from the currency chaos in Europe. 
Singapore is now the fourth-largest for- 
eign-exchange trading centre in the world. 
And the futures exchange — the Singapore 
International Monetary Exchange — has 
been posting record volumes in many of 
the contracts it trades. 

Singapore's manufacturing is domi- 
nated by the production of computer pe- 
ripherals (it is the world's largest maker of 
disk drives) and oil processing. 

Ranjan Pal, regional economist for Jar- 
dine Fleming, points out that the electron- 
ics industry accounts for the largest share 
of value-added in the manufacturing sec- 
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tor. Moreover, it has been growing 25% or 
more in the past four quarters. Pal says that 
order books of disk-drive makers are still 
full, so high growth is likely to continue 
for at least another two quarters. 

The other three major sectors of the 
economy are commerce, construction and 
transport and communications. Tourism is 
included under commerce in Singapore. 
Tourist arrivals in 1993 rose 6.9% to a 
record 6.4 million, more than twice the 
population of Singapore and surpassing 
the projections by the Singapore Tourist 
Promotion Board. 

The weakness in Japanese arrivals, 
down 0.7%, was made up by growth in 
arrivals from other parts of Asia. Arrivals 
from China jumped 178% to 213,573 last 
year. 

One odd feature of the current boom 
has been the subdued nature of retail sales. 
Jim Walker, regional research director for 
Credit Lyonnais, says that retail sales in- 
creased 4% in volume terms in the third 
quarter compared with a year earlier. But 
if car sales, which account for 19% of the 
index, are removed, other retail sales actu- 
ally showed a marginal decline. 

Walker says there are two possible rea- 
sons. One is that Singaporeans may be sav- 
ing up for a spending spree just before the 
introduction of a 3% Goods and Services 
Tax (GST) in April. The other is that though 
tourist arrivals are up from Asian coun- 
tries other than Japan, the spending by 
other Asians has not been as high as the 
amounts previously spent by the Japanese. 

The Singapore dollar appreciated about 
4% against the U.S. dollar in 1993, to about 
$$1.58. Walker says there is a good chance 
it may be allowed to appreciate sharply in 
1994 to about S$1.52 by year-end to con- 
tain the Gst’s inflationary effects. 

So far, the rise in the consumer price 
index (CPI) has been modest, with the CPI 
increasing by just 2.3% to October, about 
the same level as a year earlier. 

This trade-dependent economy contin- 
ued to post healthy export numbers. Latest 
data show that non-oil domestic exports 
grew 18.8% during the first 11 months, the 
highest level of export growth since 1988. 
Exports to Singapore's main market, the 
U.S., grew by only 1.6%, but exports to 
China jumped 77.2%, to Japan by 38%, and 
to Malaysia by 58%. As a result of such 
vigorous exports, the consensus among 
economists is that Singapore's economy 
will grow 8-9% in 1994. The Singapore 
Government is forecasting a more-moder- 
ate 6-8% growth rate. — W N. Balakrishnan 
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POLICIES 


Square One 





By Nate Thayer in Phnom Penh ^ 


his is a revolution. People do not re- 
alise, I think, how far-reaching it is." 
Not many finance ministers can 
fairly claim such accolades for their poli- 
cies. Yet given the enormity of his task, 
Sam Rainsy, Cambodia's minister of fi- 
nance and economy, isn't exaggerating. 

Cambodia's economy is riven not only 
by civil war but also by corruption, mis- 
management, widespread smuggling and 
the refusal of ministries and provinces to 
submit to central authority. Restoring or- 
der will indeed require a revolution. 

It began in earnest on December 28, 


| when the National Assembly passed a 


national budget and financial laws (effec- 


| tive, January 1) that aim to establish central 
| control of the economy. International ana- 


lysts have applauded the measures, seen 
as essential if Phnom Penh is to attract aid 
and investment. 

Rainsy describes his minuscule first 
budget as a "survival," rather than recon- 
struction, measure. But in an interview 


| with the REVIEW after the bills passed, he 


was more concerned with their deeper sig- 
nificance. "With these new laws we can 
fight dictatorship," he says. "It is a silent 


| revolution that will bring Cambodia to 


modernity, back from the dark ages." 
The new Financial Structure Law strips 


| ministries, provincial authorities and 
| powerful individuals of the right to collect 





taxes independently. Currently, millions of 


| tax dollars never reach the public coffers. 
| The government had earlier named new 


provincial governors and deputies whom 
it hopes will be more answerable to cen- 
tral-government directives. 

A senior official of the United Nations 
Development Programme in Cambodia 
calls the moves "major reforms on finan- 
cial structures." Analysts caution, however, 


| that the measures will be difficult to imple- 


ment and are sure to meet resistance. 
Rainsy says his budget was based on 
three basic principles: “First, there should 
be only one budget for the country. All rev- 
enues — without exception — should 


| come to the state coffer. If this is not 


achieved, you have anarchy. Second, all 


| revenues for the state should be sent to the 
| national treasury totally, directly, and im- 


mediately after revenues are collected. 
Three, the amount should not be lowered 


| because [the] people who collect it want to 


keep it; 100% should go to the state." 
The budget itself offered few surprises. 


| Its small size — just Riel 890 billion, or 
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|! Cambodia strives for central control of economy 


US$250 million — reflects the ravages of 
recent decades. Nearly half, Riel 430 bil- 
lion, will come from foreign aid. 

There is plenty of other evidence of the 
country's frailty. Tax revenues equate to 
only 6% of GDP, against 25-30% in a healthy 
economy, while targeted government 
spending for 1994 represents only 1596 of 
GDP, compared with an optimum 40-50%. 
Customs duties provide 54% of total rev- 
enue, while 15-20% would be more nor- 
mal. Defence and national security, more- 
over, eat up 28% of budgeted spending. 

On the positive side, the Finance Minis- 
try forecasts that inflation will drop to 5- 
10% this year, down from 55% in 1993, but 


Budget Crumbs 


% shares of Cambodia’s budgeted 
1994 spending of Riel 890 billion 
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some analysts think this optimistic. 

The government will meanwhile con- 
centrate on improving tax collection. “Our 
tax system is archaic,” Rainsy says. “Six 
per cent of GDP in taxes is very low, but we 
don’t want to frighten off foreign inves- 
tors. We should tax the very wealthy local 
people, based mainly on land. Now, there 
is no income tax, no land taxes.” 

He adds: “We estimate the under- 
ground trade is as big as the official trade. 
So half the goods are smuggled. This year 
we will oblige big companies to provide 
accounts.” 

The new laws also aim to prevent un- 
authorised sales of state assets, and require 
competitive bidding in all government pro- 
curement. " 
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Vietnamese exporter turns to domestic opportunities 





By Murray Hiebert in Ho Chi Minh City 


C lothing-company owner Le Van 
Kiem is the sort of up-and-coming 
Vietnamese businessmen who com- 
mands attention. When his recently im- 
ported luxury Mercedes 500S broke down 
a few weeks ago, the car's German maker 
responded smartly, flying in an Asia-based 
engineer with US$2,000 of parts. 

"He'll be buying more cars from us in 
the future," says local Mercedes dealer 
Nguyen Trung Truc, confident that keep- 
ing the customer happy will pay dividends 
in the future. 

He may well be right if Huy Hoang, the 
company of which Kiem is president, con- 
tinues its recent expansion. Based in a 
modern factory in Ho Chi 
Minh City's western suburbs, 
it is one of the most success- 
ful private firms to emerge 
under Vietnam's switch to 
market economics. And 
Kiem, a former engineer 
who's now eyeing infrastruc- 
ture and property develop- 
ment, is becoming a potential 
partner for foreign investors. 

Huy Hoang exported gar- 
ments worth US$15 million in 
1993, up from only US$5 million three 
years earlier. Roughly one third were sold 
in Europe under the terms of Vietnam's 
US$250 million garment and textile quota 
with the European Union. The lion's share, 
however, was sold in the former Soviet 
Union — confirmation that, despite the 
economic upheavals there, Vietnam hasn't 
let go its links with its former patron. 

This year, Kiem plans to diversify in a 
big way. So far, the company has produced 
only for foreign markets, because export- 
ers pay lower taxes and can obtain hard 
currency to import equipment. Now, rec- 
ognising that Vietnamese consumers' buy- 
ing power has surged under recent eco- 
nomic reforms, Kiem intends to start sell- 
ing at home, too. 

For example, Huy Hoang plans to set 
up a network of sales agents and mount a 
vigorous advertising campaign to launch 
sales of its jackets in northern Vietnam, 
which suffers from bitterly cold winters. 
"Our main competition comes from south- 
ern China, but I’m sure our products can 
win, Kiem says. "After customers have 
worn our garments for a while, they'll find 
that our quality is better." 

Kiem has meanwhile set up a construc- 
tion firm to compete for the multi-million- 
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three-fold since 1990. Left: Kiem. 


dollar road and port projects 
that Hanoi plans to build with 
World Bank and Asian Deve- 
lopment Bank loans. Lacking 
the resources to tackle such 
big projects, Kiem signed pre- 
liminary agreements in De- 
cember with SBBM Six Con- 
struct of Belgium and Franki 
Pacific Holdings of Australia. 

Huy Hoang is also looking to develop 
several housing complexes for foreign resi- 
dents. The company has acquired five hec- 
tares near its factory and hopes to buy 
more. Kiem is also exploring the possibil- 
ity of building villas and apartments in 
Vung Tau — home to many of the foreign 
technicians involved in oil exploration off 
Vietnam's southern coast — and in the 
highland resort town of Dalat. 

All this is rather ironic, because Kiem, 
aged 48, was never groomed to become a 
capitalist. He was born in Hue, in central 
Vietnam; his father was a railroad engineer 
and former boxer while his mother is a 
descendant of the former royal family. In 
1954, when Vietnam was divided into the 
communist north and the capitalist south, 
Kiem's father took him to Hanoi. Kiem 
returned to the south — as one of the thou- 
sands of Hanoi-appointed administrators 
— only after the American-backed Saigon 
regime fell in 1975. 

Trained as a civil engineer, Kiem was 
appointed deputy director of a state-owned 
road-construction firm. He liked what he 
found in Ho Chi Minh City and decided to 
make it his home. And in 1979, when the 
country took its first, halting steps towards 
the free market, he seized the opportunity 
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Huy Hoang's garment exports have risen 


to start a private business. With US$1,000 
of his mother's savings, he set up a small 
family workshop producing animal feed 
and coloured powder for construction. 

Three years later, Kiem quit his govern- 
ment job to devote all his energy to the 
company. Reinvesting profits, he expanded 
production to include vege- 
table oil, plastic household 
goods and processed wood 
for export. By 1989, he had 
earned enough to set up a 
factory to produce garments 
for export, mainly to the 
Soviet Union. He renamed 
the company Huy Hoang, or 
"glory," after his son. 

Then came a major set- 
back. In 1991, the company's 
largest market collapsed as 
the communist regime in 
Moscow unravelled and the 
country's economy plunged 
into chaos. Fortunately, 
though, Huy Hoang's jackets 
and shirts were of suffi- 
ciently high quality to find 
new buyers in Europe. More- 
over, its existing trade was 
helped when Hanoi adopted its products 
as a convenient means of repaying Viet- 
nam's debts to the former Soviet repub- 
lics. Huy Hoang was reimbursed for these 
exports in local currency by the Vietnam- 
ese Government. 

Because Hanoi and Moscow still have 
difficulty determining an exchange rate 
between their two currencies, Kiem also 
bartered some of his garments for cement, 
steel and other construction materials. 
These he sold domestically to supply Viet- 
nam’s construction boom. 

Huy Hoang is one of only a handful of 
major private companies to emerge since 
Hanoi unshackled the country's capitalists. 
Why does it face so little competition? 
"Many people still don't trust the govern- 
ment's policies, so they keep their money 
under the table,” Kiem explains. 

Although he has jumped into the mar- 
ket with both feet, Kiem readily admits life 
isn’t always easy for a private business- 
man. One of his biggest gripes is with local 
Officials. “It’s government policy not to dis- 
criminate between the state and private 
sectors,” he says, “but in reality the offi- 
cials who implement the policies often 
don't treat us equally. It's much easier, for 
example, for a state company to get an ex- 
port licence than it is for a private one." 

Futhermore, two thirds of domestic 
bank credit still goes to the state sector, 
making it difficult for private businessmen 
to find capital. Kiem is nevertheless confi- 
dent about the future of private business in 
Vietnam. "Private investment is increas- 
ing,” he says. "Once our economy stabi- 
lises, the private sector will develop very 
quickly." " 
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Ever Upwards 


If 1993 was bullish for the region's economies, what of 1994? 
Our panel of economists, in their twice-yearly outlook, forecast 
another boom year. Of the 17 writing here, 14 expect their local 
economies to grow faster this year than last (even moribund 
Japan shows signs of stirring). No one predicts a contraction. 
There's a corollary, though: nine of the 17 also expect a rise in 
inflation, though in most cases not to disturbing levels. 


PANEL 


In many countries in the region (India, for example), the 
economic reforms of recent years appear to be paying off. In 
the meantime, the three economies whose GDP growth is fore- 


more than 8% each. 


OF 


cast to slow — China, Malaysia and Singapore — are still pre- 
dicted to expand smartly. Indeed, these three, along with Thai- 
land and Vietnam, are expected to pace the region, expanding 


This year we add forecasts from four countries: New Zea- 


land, Bangladesh, Pakistan and Sri Lanka. At mid-year we will 
ask our economists to re-examine their forecasts. 


ECONOMISTS 


Great Expectations 


Paul Summerville, 
director of Asian 
research, Lehman 
Brothers, Tokyo. 





This year won't be much worse than last 
— but it won't be much better either, 
despite the best efforts of the state. The 
economy posted no growth in 1993, and 
will probably expand by just 0.6% in 
1994. 

A new enemy of growth — price defla- 
tion — is now lining up with the asset de- 
flation that has so ravaged the Japanese 
economy. 

Rising import penetration, a massive 
shift in consumer preference from brand 
name to value, fears about jobs and deep 
structural changes in Japan's distribution 
system are combining to push down eve- 
ryday prices. 

In this environment, real interest rates 
are rising even though nominal rates have 
fallen steeply since 1991. The Bank of Ja- 
pan may be forced to cut its discount rate 
to zero as consumer prices deflate and un- 
employment rises towards 4%. 

Falling prices in a weak economy im- 
ply that companies don't have cash for in- 
vestments or for hiring. Private invest- 
ment will probably fall for a third con- 
secutive year in 1994, and consumption 
will remain weak. 

Imports should continue to grow in vol- 
ume terms even as exports fall — a Sure 
sign that the yen (which even at 120 to the 
US. dollar would be historically strong) is 
finally reducing Japan’s external surpluses. 
Look for the trade surplus to shrink by 
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roughly 20% as Japan becomes an import- 
ing superpower. 


SOUTH KOREA 


Park Jae Won, 
research director, 
Lucky-Goldstar 
Economic Research 
Institute, Seoul. 





Despite implementation of the so-called 
real-name financial system, which many 
feared might damp investment, the 
economy has begun to emerge from a long 
period of sluggish growth, expanding by 
around 5.2% in 1993. 

This year, South Korea faces the usual 
choice between price stability and high 
growth. The government is likely to em- 
phasise the former, though a rise in exports 
and a recovery in investment will acceler- 
ate economic growth to 6.8%. 

Nonetheless, inflation is unlikely to ex- 
ceed 6%. Factories have enough capacity 
to meet growing demand without creating 
shortage-induced price pressures, and the 
labour market is likely to be in glut 
throughout the year. 

Facility investments began expanding 
in the third quarter of 1993 after contract- 
ing in previous quarters. Leading indica- 
tors, including machinery orders and ma- 
chinery-import permits, point to an in- 
crease in such investment. 

Other factors will also spur capital in- 
vestment this year. Among them: rising 
domestic and external demand, liberalised 
(and thus falling) market interest rates, as 
well as administration efforts to deregulate 
the economy, expand infrastructure and 
ease restrictions on land use. 
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CHINA 


Thomas Chan, 
reader and 
coordinator, China 
Business Centre, 
Hong Kong 
Polytechnic. 





The overheating that began in early 1992 
persisted into late 1993, and the central 
bank’s inability to tighten credit in the sec- 
ond half contributes to underlying infla- 
tionary pressures. 

Growth in state-sector investment 
slowed from 70% year-on-year in the first 
half of 1993 to about 50% by year’s end, 
but investment demand continues to keep 
industrial growth above 15%, and serves 
to offset the deflationary effect of sluggish 
consumer demand. 

The government will probably maintain 
a reasonable increase in investment this 
year, but will shift more to large-scale in- 
frastructural projects managed by provin- 
cial and national governments to avert a 
combination of low growth and high infla- 
tion. 

By continuing to promote exports and 
discourage imports, China may be able to 
produce a trade surplus in 1994, improv- 
ing its balance of payments and strength- 
ening its currency. Nevertheless, inflation 
and the struggling rural sector pose formi- 
dable obstacles to an early re-acceleration 
of the economy. 

The business cycle is already in a down- 
ward swing that should last the whole 
year, slowing industrial growth steadily. 
The slowdown could affect every aspect of 
the Chinese economy, but should serve as 
the foundation for a gradualist, cautious 
macroeconomic policy. 
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TAIWAN 


Yu Tzong-shian, 
president, Chung- 
Hua Institute for 
Economic 
Research, Taipei. 





Taiwan's economy will post moderate 
growth in 1994. The government's most 
pressing economic task will be improving 
the investment climate and upgrading na- 
tional infrastructure. 

Domestic investment was sluggish last 
year, partly because of the rush to invest 
abroad but also because the domestic in- 
vestment climate did not improve as ex- 
pected. The government postponed or re- 
duced many projects in its Six Year Devel- 
opment Plan, and has vowed no increase 
in its consumption expenditures. 

This year, however, nationwide local 
elections, the Six Year Plan and other gov- 
ernment stimulus measures will spur do- 
mestic demand moderately. 

Inflation remained low in 1993. Re- 
duced import tariffs and falling oil and ag- 
ricultural prices should keep it that way. 
The New Taiwan dollar, which weakened 
slightly last year, will stabilise. Interest 
rates declined in 1993, but have no room to 
fall further. 

Recession in many developed countries 
reduced Taiwan's trade surplus in 1993, 
though it remains substantial and should 
grow this year. 


HONG KONG 


Miron Mushkat, 
chief economist for 
Asia, Lehman 
Brothers, Hong 
Kong. 





"May you live in interesting times" is a 
curse often visited on China watchers with 
a penchant for "linear thinking." The aus- 
terity measures imposed last summer now 
appear merely a form of "seasonal adjust- 
ment, and commander-in-chief Deng 
Xiaoping is again exhorting his troops to 
scale new peaks. The general assumption 
is that they will respond but be forced to 
retreat in the second half of 1994 due to 
symptoms of severe overheating. 

The difficulties inherent in separating 
Chinese fact from fiction partly account for 
the mixed record of Hong Kong's eco- 
nomic fortune-tellers last year, and may 
present them with similar problems in 
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1994. Those on the government side of the 
fence seem to have slightly overestimated 
the strength of Hong Kong's economy, 
which expanded by about 5.3% last year 
rather than the 5.5% officials had forecast. 
Those in the private sector appear to have 
underestimated growth. 

The risk in 1994 lies in mistaking Deng’s 
rhetoric for Zhu Rongji's action. The Chi- 
nese are reliquefying their economy, yet 
not necessarily at the pace commonly as- 
sumed. The corollary is that the year may 
not divide neatly into a first-half “explo- 
sion” and a second-half “implosion,” in- 
stead building up incrementally, without a 
clearly identifiable crescendo. 

Assuming that China acts neither as a 
powerful stimulant nor as a serious depres- 
sant, that exports continue to expand at a 
moderate (by previous standards) rate, and 
that nothing materialises to boost or damp 
domestic demand significantly, Hong 
Kong faces the dull prospect of repeating 
this year its 1993 performance. 


MALAYSIA 


Mohamed Ariff, 
dean, Faculty of 
Economics and 
Administration, 
University of 
Malaya, Kuala 
Lumpur. 





Malaysia’s economy is clearly on an even 
keel. I estimate GDP grew 8.3% in 1993, as 
forecast. The government has raised its 
own 1993 growth estimate to 8% from 
7.5%. The economy performed better than 
the government anticipated mainly be- 
cause many export-oriented investments 
came on line. 

I expect 8% growth in 1994, only mar- 
ginally slower than in 1993. The govern- 
ment forecasts a slight pick-up, to 8.2%, 
premised primarily on recoveries in ad- 
vanced countries. Still, direct foreign in- 
vestment approvals fell 66% in 1993. That 
will probably offset the expansionary im- 
pact of foreign demand. 

Nonetheless, there remains sufficient ex- 
cess industrial capacity to permit signifi- 
cant production increases. An anti-infla- 
tionary monetary policy and balanced 
budget are likely to restrain growth, al- 
though liberal tax cuts announced in the 
1994 budget may offset these somewhat. 

Growth will be export-led, manufac- 
tured exports growing at double-digit 
rates. The anticipated economic recovery 
in the U.S., Europe and Japan should help 
exports. 

The economy is unlikely to overheat in 
1994; inflationary pressures are under con- 
trol. However, infrastructural bottlenecks 
and labour shortages will hinder growth. 
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SINGAPORE 


Ranjan Pal, 
research director 
and chief regional © 
economist, Jardine 
Fleming Broking, 
Hong Kong. 





Singapore outperformed all expectations in 
1993. Its economy grew 9.8%, besting con- 
sensus forecasts of 6-7%. Manufacturing 
and financial/business services are 
powering the expansion. Together they ac- 
counted for 60% of 1993 growth. Electron- 
ics output, which accounts for the largest 
share (36%) of manufacturing value-added, 
is growing at a blistering 25%-plus annual 
pace. While electronics cannot expand at 
this pace indefinitely, order books are full 
and the momentum will continue through 
the first half at least. 

The finance sector was a key contribu- 
tor to growth last year, chiefly due to the 
stockmarket boom, itself sparked by a com- 
bination of rock-bottom interest rates, a li- 
quidity boost from the Central Provident 
Fund and strong foreign interest. Finance 
should continue to perform strongly. 

Before the extremely strong fourth- 
quarter numbers came out the government 
was forecasting 1994 growth at 6-8%. We 
think growth will hit 8%. Private consump- 
tion will grow 9% because of both the 
wealth effect, created by the stockmarket 
boom, and the higher incomes generated 
by 1993's strong export growth. 


INDONESIA 


Hadi Soesastro, 
director, Centre for 
Strategic and 
International 
Studies, Jakarta. 





Last year was a surprisingly strong one for 
Indonesia’s economy. Growth forecasts 
were continuously adjusted upward, from 
less than 6% early in the year to a firmer 
estimate of 6.5%. r 
Prudent monetary policies largely ex- 
plain last year's performance. Though in- 
flation was double the 1992 figure, largely 
because of rising domestic oil prices, tight- 
to-moderate money growth kept it at sin- 
gle-digit levels. Government and academic 
sougces expect GDP to grow 6-7% in 1994 
and 1995, and non-oil GDP by 7-896. These 
are within reach if manufacturing expands 
10-12% annually (and services by 7-8%). 
Indonesia's manufacturing sector is 
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largely driven by exports, and in turn by 
export-oriented foreign investments. The 
recently concluded Uruguay Round 
should enhance trade, but it also requires 
Indonesia to eliminate import licences and 
import monopolies. 

If Indonesia maintains its competitive- 
ness, the economy can perform better this 
year than last. But here are two threats: 
inflation, generated by supply constraints 
and rising wages (the government plans to 
raise the Jakarta-area minimum wage by 
40% this year), and a strengthening rupiah, 
the result of heavy capital inflows. 


THAILAND 


Chesada Loha- 
unchit, managing 
director, Tara Siam 
Business 
Information, 
Bangkok. 





Last year was a year of recovery. Faltering 
private investment reversed its decline, and 
by year's end was again in the high-growth 
range. GDP grew 7.3%, and will expand 
even faster in 1994. 

An improving world economy should 
boost Thai exports, which are likely to ex- 
pand by about 15%, compared with 12% in 
1993. Rising rice prices and stable prices 
for other agricultural commodities should 
also help. The merchandise trade deficit 
will persist, since imports are also expected 
to grow strongly — by about 1675, com- 
pared with 14% last year. However, the 
services account should improve further. 

Public investment, which was negligi- 
ble in 1993 because of delays in passing the 
government budget, will expand 8%. And 
. consumer spending, especially on durable 
goods, will grow strongly, fuelled by ris- 
ing incomes and gains from the surging 
stockmarket. 

All of this should push GDP growth to 
about 8.2% in 1994. The pace of the expan- 
sion will fuel inflation, but not by much. 
Consumer prices will be held down by sta- 
ble commodity and weak oil prices. 


PHILIPPINES 


Omar Cruz, vice- 
president, global 
finance, Citibank, 
Manila. 
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Real GDP grew about 1.5% in 1993, within 
my forecast but far below that of the gov- 
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ernment, which initially projected 6.5% and 
later downgraded to 2.5%. The main rea- 
sons for the marginal growth: power out- 
ages (which hit industrial production), the 
government's budgetary constraints, and 
the weak global economy. 

Consumer prices rose about 7.6% for 
the year, consistent with both my forecast 
(7-8%) and the government's official target 
(7%). Some of the inflation was imported 
from the U.S. and Japan; some resulted 
from domestic supply bottlenecks and 
shortages caused by natural calamities. 
Tight fiscal and monetary policies helped 
to offset these effects somewhat. 

Also fuelling inflation was the peso’s 
6% depreciation against the U.S. dollar, to 
around P27.10 by year's end. (I had pro- 
jected an average of P25-26.) Behind the 
depreciation was the dollar demand 
created by huge capital imports, and 
speculative demand stemming from ru- 
mours of a peso devaluation. 

The growth outlook for 1994 is better. I 
project real GDP growth of 3-496, below the 
5% forecast by the government, whose 
tight fiscal policies will continue to restrain 
infrastructure development and hinder 
overall growth. But inflation will pick up, 
partly because the peso will weaken fur- 
ther, to an average of 28.60 to the dollar. 


VIETNAM 


Do Duc Dinh, 
head of the 
Developing 
Economies Study 
Department, 
Institute of World 
Economies, Hanoi. 





Vietnam's economy expanded sharply in 
1993, despite poor infrastructure, serious 
unemployment, an inefficient state sector, 
widespread corruption and smuggling, 
and the (somewhat relaxed) U.S. trade em- 
bargo. 

Most Vietnamese believe their country 
has overcome important hurdles in its so- 
cio-economic crisis and is moving into a 
new period of modernisation. 

GDP, which grew 7.5% in 1993, exceed- 
ing government forecasts, should grow at 
least 8% annually in the next two years. 
Industrial production was also surprisingly 
strong, growing 10-11%. Agricultural out- 
put rose 3%, as forecast, despite damaging 
typhoons. Food production reached the 
government's 1995 target, 24.5 million 
tonnes. Overall exports amounted to an es- 
timated US$3 billion in 1993, up 20%, and 
nearly balanced with imports. 

Inflation, which fell sharply in 1993, 
should remain at single-digit levels in 1994. 
The dong has also been stable, averaging 
10,800 to the U.S. dollar. Interest on bank 
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savings was 1.5% a month, exceeding the 
monthly inflation rate of 0.5% and allow- 
ing banks to mobilise an increasing pool of 
capital. Vietnam can meanwhile look for- 
ward to the commencement of foreign aid. 


INDIA 


S. L. Rao, director- 
general, National 
Council of Applied 
Economic 
Research, New 
Delhi. 
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The reforms which started in June 1991 
have largely succeeded, especially on the 
external front. Reserves have soared from 
US$1 billion then to US$9 billion now, and 
only partly due to borrowings. Foreign di- 
rect and institutional investment has 
surged to more than US$1.5 billion, and 
the momentum has just begun. 

Real GDP will grow 4.5% in the fiscal 
year to March 31 (lower than our earlier 
forecasts because of weak industrial 
growth), and by nearly 6% in the year af- 
ter. Inflation will average 8% this fiscal year 
and next, half what it was when the re- 
forms started. 

The trade deficit will continue to nar- 
row, and reserves should reach US$12 bil- 
lion. The minimum lending rate of sche- 
duled commercial banks, which dropped 
four percentage points to 15% in 1993, 
could fall another two points this year. 

The rupee may drop slightly against the 
U.S. dollar, but healthy reserves, strong ex- 
ports and weak imports (mainly due to low 
oil and fertiliser prices) will prevent any 
collapse. 


PAKISTAN 


Shahid Kardar, director, Systems 
(Private) Ltd., Lahore. 


Fiscal 1992-93, which ended on June 30, 
produced dismal economic results. GDP 
grew a mere 3%, against a target of 6.2%. 
The primary reason was a decline in agri- 
cultural output caused by floods and a vi- 
rus that damaged the main cash crop, cot- 
ton. Recession-hit foreign markets hurt ex- 
ports, which declined in absolute terms 
from a year earlier. Manufacturing growth 
slowed to 4.5% from 8% in 1991-92. 

Meanwhile, the fiscal deficit totalled 8% 
of GDP, compared with the target of 4.8%. 
Government borrowing soaked up almost 
75% of the expansion in credit during the 
first half of 1993. 

Expansionary government policies con- 
tributed to the widening of the trade deficit 
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and fuelled inflation. The trade deficit came 
to US$3.1 billion, representing 46% of ex- 
port earnings. Inflation ran at 9.3%, and the 
rupee fell 7.576 against the U.S. dollar. 

Achieving the government's 1993-94 
GDP growth target, 7.5%, will depend upon 
agricultural output, a global recovery 
strong enough to boost the narrow range 
of products Pakistan exports, and whether 
the government can keep inflation within 
its 8% target. 

Performance in the fiscal first half sug- 
gests serious problems. Exports were down 
from a year earlier, despite the rupee’s 
9.2% devaluation in July. Reserves were 
barely adequate for five weeks’ imports, 
and the government exceeded its full-year 
borrowing target in the first five months. 

With government securities yielding 13- 
15%, inflation over 9%, and an inefficient 
banking system with many bad loans, in- 
terest rates are likely to remain high. 


SRI LANKA 


A. S. Jayawardena, 
senior deputy 
governor, Central 
Bank of Sri Lanka, 
Colombo. 





GDP grew 5.7% in 1993, exceeding our pro- 
jection of 4-5%, largely owing to strong 
growth in manufacturing and services, and 
a revival of agriculture. Growth should ex- 
ceed 6% this year. 

Exports, mostly textiles, grew 15% to 
US$2.8 billion in 1993. Quota limitations 
will reduce export growth to about 12% 
this year and keep the trade deficit at 11% 
of GDP. 

Heavy capital inflows (which will prob- 
ably moderate this year) have strengthened 
the rupee, but monetary authorities have 
been able to prevent a rise that would ham- 
per exports. 

If inflation can be checked, nominal ex- 
change rates should be in for a long period 
of stability. 

The Central Bank tightened money in 
early 1993 to neutralise the monetary ef- 
fects of the capital inflow and curtail credit 
expansion. It will have to maintain its tight 
policies until inflation shows signs of abat- 
ing, hopefully this year. Interest rates are 
already high, so the adjustment may have 
to be fiscal. 

The outlook for this year is bullish, de- 
spite impending elections and continuing 
conflict in the north. A lot will depend on 
reducing inflation (the official target is 7%) 
and continuing structural reforms. The au- 
thorities are eager to expand the emerging 
private sector, but election imperatives 
might slow reforms until 1995. 
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BANGLADESH 


C. A. F. Dowlah, adviser, Dhaka 
Chamber of Commerce and Industry. 


Bangladesh has posted some striking mac- 
roeconomic successes in recent years. Since 
1990, it has cut its fiscal deficit to 5.3% of 
GDP from 7.7%, and its current-account 
deficit to 2.2% from 6.9%. 

Foreign-exchange reserves have quad- 
rupled and inflation has been brought un- 
der control. Moreover, since 1969, agricul- 
ture’s share of GDP has fallen to 36% from 
51%, while industry has grown to 16% 
from 9%. 

This suggests that Bangladesh is on the 
threshold of industrialisation, and that 
growth will accelerate in 1994. Macro- 
economic fundamentals appear firmly in 
place: the political environment is relatively 
stable, commercial credit is easing, interest 
rates are among the region’s lowest, and 
the government seems committed to pri- 
vate-sector, export-led growth. 

Still, growth remains sluggish for a de- 
veloping country. The government esti- 
mates 1993 growth at 5%; the World Bank 
at 4.3%. Manufacturing grew slowly, and 
investment is low. 

Project delays will probably force the 
government to slash its development pro- 
gramme for a third consecutive year in 
1994, this time by at least 25%. 


AUSTRALIA 


David Trebeck, 
director, ACIL 
Economics, Policy 
& Strategy 
Consultants, 
Canberra. 





The policy drift that followed the unex- 
pected re-election of the Keating govern- 
ment has gradually given way to greater, if 
still muted, confidence. The positives evi- 
dent six months ago — relatively low in- 
flation and interest rates — remain. The 
negatives — weak business investment 
and problems in Japan and Western 
Europe — show glimmers of improve- 
ment. 

But economic performance is patchy. 
Some sectors (housing, steel and motor-ve- 
hicle sales) are fairly strong. Others, espe- 
cially commodities more dependent on 
overseas demand, have lagged. 

Profitability is recovering strongly as 
companies improve efficiency and produc- 
tivity while cutting costs and debt. Corpo- 
rate Australia is becoming more competi- 
tive, and more focused on Asia. 
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However, corporate decision makers 
remain cautious about the government's 
commitment to sustaining the economic 
fundamentals. Selective indirect tax in- 
creases in the last budget offset hard-won 
efficiency gains for some companies. 
Inflationary expectations still have a way 
to fall. 

In addition, recent legislation extending 
native land rights has caused major uncer- 
tainty for the mining industry, the pace of 
microeconomic reform continues to disap- 
point, and trade unions appear to be hin- 
dering labour-market reform. 

Still, 1994 promises to be better than 
1993. If growth remains at about 3% and 
inflation below 3%, this recovery will prove 
more durable than its predecessors. 


NEW ZEALAND 


Stephen Toplis, 
chief economist, 
Fay, Richwhite & 
Co., Wellington. 





Following a decade of social and economic 
change, New Zealand is now well-placed 
to turn the remainder of the 1990s into a 
period of prosperity. The current strength 
in economic growth has surprised most 
forecasters, and the immediate outlook is 
for further robust expansion. 

We estimate real GDP grew just over 3% 
in 1993, driven by strong private consump- 
tion and by double-digit increases in pri- 
vate investment. The latter is what will sus- 
tain the current expansion into 1994. 

Inflation remains low, the result of stiff 
domestic competition, falling oil prices and 
a strengthening local currency. However, 
capacity and labour constraints in some 
industries will prompt the central bank to 
tighten in mid-1994 to keep inflation within 
its targeted 0-2% band. 

Imports rose strongly in 1993, but im- 
proving terms of trade helped maintain a 
trade surplus, which will grow in 1994. The 
current account will remain in deficit be- 
cause of negative net investment, but at 1- 
2% of GDP it will not constrain growth. 

All in all, our forecasts are broadly in 
line with the government's. On a March- 
year basis, the Treasury forecasts GDP 
growth of 2.9% for 1993-94 and 2-396 for 
1994-95. It forecasts inflation of 1.4% in 
1993-94 and 0.5-1.5% the year after, and 
projects a balanced budget in 1995-96. 

Some analysts fear November's water- 
shed election will damp the economic cli- 
mate. That is certainly a risk, but some 
overstate it; there is little chance in the near 
term of any fundamental change in eco- 
nomic policy. a 
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POLICIES 


Tree Cover 


Malaysian state may hire Inchcape unit to track timber 





By Doug Tsuruoka in Kuala Lumpur 








n the face of it, a log is a difficult 
O thing to hide. Yet corrupt officials 

and dishonest loggers in Sabah, one 
of Malaysia's prime timber-producing ar- 
eas, manage to make thousands of them 
"disappear." Under-reporting and tamper- 
ing with customs documents cost the state 
government millions of dollars annually in 
export royalties, not to mention the envi- 
ronmental damage that illegal loggers 
cause. 

Now, Sabah officials are considering a 
proposal to employ a subsidiary of the 
London-based Inchcape group to monitor 
timber exports and provide the data on 
which royalties are calculated. If it goes 
ahead, the plan will be the first semi-priva- 
tisation of government-revenue collection 
in Malaysia, as well as a threat to loggers' 
illegal profits. 

The East Malaysian state exported 
more than M$3.2 billion (US$1.2 billion) of 
logs and wood products in 1992. Last 
year, however, it temporarily halted log 
exports to protect its dwindling rainforests 
— ravaged by past years' poorly control- 
led tree-cutting and continuing illegal ac- 
tivity. 

The timber-inspection proposal has 
been submitted by Inchcape Testing Serv- 
ices at the request of Sabah's State Forestry 
Department. The company forwarded its 
recommendations to the department last 
May, and is currently negotiating with 
state officials over the details, including 
how much it would be paid for its serv- 
ices. 

"Right now, we are discussing the tim- 
ing and implementation, and listening to 
everybody's point of view," says an 
Inchcape executive who is closely involved 
with the plan. The proposal is being han- 
dled by the Singapore office of the com- 
pany, which is involved in product testing, 
industrial inspection and foreign-trade su- 
pervision in several countries. Inchcape 
Testing had revenues of US$280 million in 
1992. 

Under the plan, Inchcape would post 
personnel at all timber-loading ports in 
Sabah to verify that cargos conform with 
their royalty schedules and other export 
documents. Further checks would be 
made when the cargoes are unloaded at 
foreign ports. This would. enable Inchéape 
to guarantee the accuracy of tax and ex- 
port documents and calculate the export 
duties, royalties and levies that exporters 
should pay. 
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Sabah timber: watchdog on the way? 


“We want complete, 100% proof of 
documentation," says Sabah’s state forestry 
director, Miller Munang, adding that the 
Inchcape plan has the backing of the state 
government in Kota Kinabalu. The pro- 
posal is also being discussed with local tim- 
ber and shipping officials. "It's a question 
of implementation now. I'm hoping to 
have the entire system in place by the end 
of 1994,” Munang says. 

Adoption of the plan would mean 
Inchcape taking over the inspection of tim- 
ber exports from Sabah forestry and cus- 
toms employees. It would also require in- 
stallation of telecoms and computer links 
between Sabah ports such as Sandakan and 
those elsewhere in the region. 

The Inchcape group, a diversified auto- 
sales, marketing and services concern, was 
itself once a major operator of timber con- 
cessions in Southeast Asia (it sold the last 
of them last year). Its fee from the Sabah 
government is still under discussion but 
could easily amount to tens of millions of 
Malaysian dollars. One option, suggested 
by Inchcape, would give it a small per- 
centage of the state's timber revenue, 
which totalled about M$620 million last 
year. 

Under the terms being discussed, 
Inchcape wouldn't be responsible for ac- 
tual collection of timber revenues. All such 
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transactions in Sabah are handled on a 
"bank-to-bank" basis, by which taxes cal- 
culated at the dockside are transferred di- 
rectly from timber exporters’ bank ac- 
counts to one maintained by the Sabah 
state government. These transfers will con- 
tinue even if the Inchcape plan goes 
ahead. 

While it isn't a full-blown privatisation, 
the plan is nevertheless an innovative re- 
sponse to claims that some loggers evade 
royalties by bribing local customs and for- 
estry officials. Such abuses are now recog- 
nised to be rampant in Sabah. Malaysia's 
primary industries minister, Lim Keng 
Yaik, publicly admitted last January that 
under-declaration may be costing both the 
state and federal governments millions of 
Malaysian dollars annually. 

Circumventing timber royalties in 
Sabah is relatively easy, because each 
cargo of logs leaving the state is taxed ac- 
cording to a complex (and frequently 
amended) schedule based on the grade 
and species of timber shipped. Tax assess- 
ments rely on details such as log diam- 
eters, which are checked by forestry offi- 
cials, and timber volumes, verified at the 
dockside by customs officers. Evasion is 
therefore a relatively simple matter of 
bribing an official. 

(A Sabah sawmill operator interviewed 
by the REVIEW in May 1991 estimated that 
several hundred million U.S. dollars’ worth 
of timber may escape proper taxes every 
year.) 

Inchcape believes the best way to coun- 
ter the problem is to use its existing 
network of personnel in key Asian dis- 
charge ports to verify whether arriving car- 
goes match their original manifests. One of 
the most important monitoring points will 
be Japan, a leading consumer of Sabah 
timber. 

Despite its state-government support, 
the plan faces strong resistance from local 
loggers and sawmill operators who might 
find themselves paying more. Some critics 
also say that rather than hire foreign help 
to police its timber revenues, Sabah should 
tackle the problem at source by improving 
the rewards for its poorly paid forestry and 
customs staff. 

“Why not raise pay and welfare bene- 
fits for enforcement officers?" asks a Sabah 
sawmill operator who asked not to be iden- 
tified. He also argues that stiffer penalties 
for loggers who evade taxes are a better 
long-term deterrent. 

Munang rebuffs such criticism. "Salary 
is not the only consideration" in fighting 
corruption, he argues. "There will always 
be people who will outbid you." He be- 
lieves the global approach — checking 
shipments at both ends — is the best way 
to plug the leak in the state's coffers. 

If he's right, there are likely to be a lot 
of sleepless nights among Sabah's tax 
dodgers. a 
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Happy New Year 


triple-park outside brokerage houses. 

Mothers nurse their babies as they 
watch banks of colour monitors. Trading 
volumes — and prices — surge to levels 
not seen since the late 1980s. 

After almost four years of bearish sen- 
timent, Taiwan finally has joined other 
markets in Asia by posting spectacular 
gains. Best of all, some investors say, the 
rise seems to be underpinned by funda- 
mentals. 

Since the first trading session of the new 
year, the bourse has traded well above 
6,000 on the Weighted Index, with daily 
turnover ranging between NT$100-150 bil- 
lion (US$4-6 billion). December brought a 
39% surge in the index, the highest 
monthly increase in six years, with an 
average daily trading volume of 2 billion 
shares. Analysts say they don't expect any 
significant backsliding until higher prices 
are reached. 

"Taiwan's retail money is like a tidal 
wave,” says Richard Wertheimer of Baring 
Securities (Taiwan). “When it comes 
through, it slams over everything in sight. 
People have been waiting for this to hap- 
pen for four years.” 

But if liquidity is back, the market's dy- 
namics have changed since the heyday of 
the Taipei exchange in 1988-90, when the 
index peaked at 12,495 in February 1990 
and then collapsed by almost 80% within a 
few months. Since then, the investment 
scene has stabilised and investors are more 
cautious. There are now more outlets for 
idle capital, including a refurbished bond 
market, and the flow of investment funds 
to China has not slowed. Some observers 
even say that pursuing fundamentals is in 
and chasing the big players is out. 

If investors are paying marginally closer 
attention to fundamentals, it’s partly be- 
cause they've learned from past experience. 
Taiwan’s average price-earnings (P/E) ra- 
tios are among the highest in the region, 
and many punters still need no reason to 
buy other than hunches and tips. 

“In the past, people would buy stocks 
just because others were buying and no 
one cared about fundamentals,” says T. C. 
Soong, vice-president of Grand Cathey Se- 
curities. “Now we can see some big play- 
ers trying to ramp prices, but fewer people 
will follow them." 

There is an abundance of circumstan- 
tial evidence, however, that bank shares 


l s this stock fever or what? Taxi drivers 
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were ramped beyond reason in recent 
weeks, unsupported by earnings or other 
news. 

But there's some encouraging evidence 
of a new-found rationality. On January 5, 
for instance, a dozen equities lost ground, 
even as the index soared 346 points in one 
three-hour session and many shares came 
close to or struck their 7% daily upper 
limit. Such hints of more discriminating 
trading show some attention is paid to 
earnings, export potential and investments 
in China, among other factors. 

This novel approach for Taiwanese in- 
vestors comes partly from imitating the for- 
eign institutions that have been setting the 
pace for locals since the third quarter of 
last year. Chasing the judgment of the for- 
eign buyers — rather than the manipula- 
tions of local “big hands" — has concen- 
trated attention on companies where earn- 
ings and P/E ratios are more in line with 
international norms. 

"People think foreign buyers know 
more," comments a local analyst. Foreign- 
ers’ confidence also has bolstered locals, 
who had become pessimistic about eco- 
nomic and political factors affecting the 
market's long-term prospects. 

At less than 2% of market capitalisation, 
foreign institutions are a minority voice, 
and the individual foreign investor is shut 
out. They are likely to remain so in the 
near term. 

The Central Bank is resisting the 
expansion of foreign participation, at least 
temporarily. It has also delayed approval 
of measures proposed last October by the 
Securities and Exchange Commission to 


Foreign institutional 
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liberalise remittance rules and raise ceil- 
ings on foreign holdings in individual 
companies from their current 10% level. 
Moreover, the bank has opposed increas- 
ing total foreign participation in the mar- 
ket from its current ceiling of US$5 billion, 
which was almost reached by the end of 
December. 

One side effect of the rush of foreign 
interest is that local brokerages have raised 
the quality of their research and expanded 
their output of English-language reports to 
serve international clients. Most major se- 
curities houses have beefed up their inter- 
national departments and many are hiring 
foreign analysts. Local brokers admit there 
is still a large gap between the research 
done by foreign companies and that of lo- 
cal houses when it comes to individual 
companies and industries. But in overall 
market analysis, the local researchers are 
catching up. 

Foreign capital is also contributing to 
the government's goal of increased institu- 
tional buying, which is now estimated at 
8% of market capitalisation, compared with 
only 4% a year ago. The Securities and Ex- 
change Commission's long-term goal is to 
raise institutional participation to 20%, 
partly by encouraging more local unit trust 
funds. Some 20 funds are now available, 
mostly launched in the past 18 months. But 
they haven't been popular with local in- 
vestors. Until recent weeks, they had 
traded at a discount of 15-20%. 

These funds are now more attractive 
because of dividends due in February and 
March and their exclusion from a proposed 
capital-gains tax. They also carry a stock- 
transaction tax of 0.1%, rather than the 
usual 0.3%. 

The surge in early January was appar- 
ently keyed to news on the Finance Minis- 
try's proposal for a capital-gains tax. Some 
analysts say the tax has been repressing 
market sentiment more heavily than any 
other factor except for political uncertainty. 
Doubts about the future of the ruling 
Kuomintang were temporarily assuaged 
when the party won an unexpected victory 
in a late-November election. 

The ministry's tax proposal will not take 
effect before mid-year, at the earliest. So 
investors' initial reaction to this unpopular 
levy was to release funds for six more 
months of tax-free trading. Even more 
positive was the minimum NT$15 million 
trading volume, below which investors 
need not pay. The diffidence in the minis- 
try's plan and its current vetting by the leg- 
islature have persuaded traders they can 
largely avoid this tax through multiple ac- 
counts, as they did when it was imposed 
unsuccessfully in the past. m Julian Baum 
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The Commerzbank report 
on German business and finance 





Germany's economic woes will 
abate only slightly in 1994 


Western Germany's current recession 
has exposed the economy's structural 
weaknesses. High labour costs and taxes, 
as well as overregulated labour and prod- 
uct markets, are often pinpointed as the 
key problems. Breakthroughs are clearly 
needed in these areas in order to improve 
the growth of potential output and reduce 
unemployment. 

The impression is sometimes created 
that the German economy is heading for 
protracted stagnation unless these prob- 
lems are tackled. But there are good 
reasons to believe that the decline in 
industrial production or GDP and the 
subsequent fall in employment and busi- 
ness investment in 1992-93 can largely be 
attributed to cyclical forces. 


Heavy burden on private sector 


The downturn was triggered by the 
sustained fall in foreign demand and the 
clash between wage policy and monetary 
policy in 1991-92, which resulted in a 
sharp profit squeeze and a scaling-down 
of investment plans. In addition, the 
government's policy since 1991 of raising 
taxes and social security contributions 
plays an important role. This year alone, 
the burden on the private sector will be 
roughly DM 40 billion heavier. And in 
1995 the solidarity surcharge will be 
reintroduced (DM 28 billion). This is 
definitely a structural impediment to 
growth but the only new one to have 
arisen in recent years. 

Fiscal consolidation, a further decline 
in employment and wage increases 
below. the expected inflation rate will 
contribute to a further fall in real private 
consumption. It is highly uncertain how 
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"Economic recovery will be 
led by business investment 
and an export revival." 





far private households will continue to 
maintain their living standards by saving 
less. À recovery will therefore have to be 
led by business investment and exports, 
with residential construction continuing 
to be a stabilising factor. 

Business investment fell sharply in 
1993 but its share in GDP was still higher 
than in the 1981/82 recession and even 
higher than during the early phase of the 
previous upswing. Low interest rates and 
wage increases, as well as 
extensive cost-cutting and 
rationalisation measures, 
provide a basis for a re- 
bound in investment ac- 
tivity. 

Whether exports pick 
up, however, will depend 
on the timing of the re- 
covery in other parts of 
Western Europe. Further- 
more, it is uncertain how 
strongly the very uneven 
appreciation ofthe D-mark 
vis-à-vis other European 
currencies will reduce de- 





great precision about numbers is not. 
Due to separate national accounts for 
eastern and western Germany and 
changes in the measurement of intra- 
EC trade, the margin of error for real 
GDP is now more than one percentage 
point in either direction. The best current 
estimate is a growth rate for western Ger- 
many close to zero on average in 1994, 
and a somewhat better performance in a 
year-end comparison. The risks may be 
compounded by the large number of 
elections which Germany faces this year; 
on the positive side, the eastern German 
economy could well be more buoyant. 
No matter what the exact outcome for 
growth is in 1994, the situation in the 


Outlook for the German economy 
At 1991 prices; forecast rounded to nearest half percentage point; unless otherwise indicated, percentage 
thange on year 











mand for German prod- 
ucts. Export expectations 
as well as incoming foreign orders suggest 
that an export revival is just round the 
corner. The more the recovery world- 
wide is driven by business investment ~- 
as is currently the case in the U.S. - the 
more German producers will benefit. 
Whereas the debate on the timing and 
the sources of the recovery is reasonable, 


1j All-German figures 
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labour market will deteriorate further. 
This pressing economic problem calls 
for sweeping changes in government 
policies, but above all in the agree- 
ments reached between employers and 
unions. Some progress is already evident 
here - the first step towards a better 
future. 
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The CHINA TRADE REPORT shows you how to 
take advantage of the billions of opportunities China 
offers . . . as well as to avoid potentially adverse 
developments. 

The CHINA TRADE REPORT, published 
monthly by the Review Publishing Company, is 
acknowledged by leading business executives to 
be the most informative, most up-to-date newslet- 
ter of its kind. 

The CHINA TRADE REPORT covers all the is- 
sues related to doing business with China, 
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whether you are trading or investing. Plus it 
reports on a broad range of industries such as 
agriculture, textiles, electronics, transport, banking 
and more. 

The CHINA TRADE REPORT also publishes all 
the vital statistics on the Chinese economy. It is 
essential reading for anyone who watches China. 

We are so sure you will find the CHINA TRADE 
REPORT indispensable, we offer you our money- 
back guarantee for any undelivered issues of your 
subscription should you ever become dissatisfied. 


A confidential monthly newsletter. Exclusive to subscribers. 
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UNITED STATES IMMIGRATION 

Obtain both US Immigration and 
access to affluent American Eco- 
nomy thru Investments, Company 
Branch Offices, Professional Em- 
ployment, etc, Immigration/Na- 
tional Passports also available to 
Canada, other countries, All matters 
handled by licensed US Attorney to 
assure success, 
CONTACT: 
Edward Patrick Gallagher, Attomey-at-Law 
P.O. Box 70302 (Friendship Heights Station) 
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By Esther Wachs Book 


hen she arrived in the United 

States in 1985 and landed a job as 

a saleswoman in a clothing store, 
Han Feng didn't speak English very well 
and was afraid to answer the telephone. 
Today, things are different — she has no 
qualms about answering the phone, but 
she never has to. When anyone calls her 
design showroom on Manhattan’s affluent 
Upper West Side, one of her six employees 
answers the phone for her. 

Originally from Hangzhou, China, Han, 
31, is among New York's up-and-coming 
fashion designers — a distinction she has 
earned without any formal training in fash- 
ion design. But Han makes up for her lack 
of formal training by drawing upon some- 
thing far richer: her Chinese background. 
Using the simplicity of old Chinese styles 
and her own fluid and feminine style, Han 
creates classic, yet simple, designs that are 
striking a chord with American buyers. 

"| love what she does," says Nicole 
Fischelis, fashion director of upscale retailer 
Saks Fifth Avenue. "She is right on, in 
terms of softness and new femininity 
which are so popular in fashion today. 
She's very special because her clothes are 
unique, but still wearable and modern." 

If praise for Han is flowing today, it was 
a long time in coming. After she emigrated 
from China with her husband, Stuart 
Schonberger, an American who taught 
English in Hangzhou and is now a banker 
at First Chicago, she started to inquire 
about becoming a designer. The response: 
study English for two years, attend design 
school for four more and then work as a 
buyer at a retailing company for another 
four years after that. Then, maybe — and 
only maybe — she could start designing. 

"| didn't listen to them," says. Han 
laughing, her broad smile lighting up her 
face. “I did not want to wait 10 years. | 
wanted to do it my way.” 

And so she did. After attending English 
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Han Feng 
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A Rising Star 





Chinese without training in design makes 
her mark in New York’s fashion industry 


classes at Hunter College for six months, 
Han applied for a job as a buyer at 
Bloomingdale’s. She wasn’t selec ted. Then 
she iuxned to a fabric company, Shamash 
and Sons, Inc., which imports Chinese silk 
and rayon textiles. During her year-and-a- 
half with the c company, she familiarised 
herself with different materials, and on the 
side began to design and produce her own 
scarves and clothing. “I started to sell a few 
pieces out of the office and made 
US$5,000," she says. "Then, I thought, "This 
could be a business’.” 

That was back in 1987. By 1991, how- 
ever, her work had not grown substan- 
tially. ^I decided I would give it one more 
year and all my effort, but if that didn't 
work, then I would quit." 

Han put more time and energy into de- 
signing — and soon it 
began to pay off. "In my 
first season, I made 
US$250,000 in sales, 
then I doubled that to 
US$500,000 in the sec- 
ond season. Now, in my 
third season I have 
made approximately 
US$1 million in sales,” 
says Han, whose cloth- 
ing retails from US$150 
for a scarf to US$800 for 
an evening coat. She 
also developed new cli- 
ents, including Saks 
Fifth Avenue, as well as 
speciality shops like 
Linda Dresner and 
Ultimo. Last October, 
the prominent fashion 
tabloid Women's Wear 
Daily selected her as one 
of eight young entrepre- 
neurs who are contrib- 
uting to "great Ameri- 
can design." Interna- 
tional fashion maga- 
zines, including Elle, 
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A Han Feng creation featured at a 
fashion show. 


Vogue and Harper's Bazaar have also run 
photographs of her designs. 

While Han has begun to make her 
mark in New York's fashion world, she 
hasn't forgotten her roots. So strong, in 
fact, are the lingering effects of Han's up- 
bringing that she attributes part of her suc- 
cess to them. "My Chinese background 
affects my philosophy," she says. "I love 
everything to be simple, and | try to bring 
out opposites in my designs. I make pieces 
which can be used for more than one pur- 
pose. I get a lot of inspiration from the old 
styles." 


an’s focus on simplicity has great ap- 

peal i in a country where basic styling 

is a big seller, but she is looking to 

add something of her own. She also aims 
to design clothing 
which is affordable, 
easy to wear, yet dis- 
tinct. "I admire the clas- 
sic American style that 
Ralph Lauren created, 
but I am different. I take 
basic fabric in a simple 
shape, and make it look 
unique. My style is dra- 
matic because the wom- 
an's body is what gives 
my clothing its shape." 
Still, while aware 
that she is indebted to 
her Chinese past, Han 
wants to concentrate on 
the U.S. for now. "My 
goal is to become an im- 
portant American de- 
signer," she says. "Right 
now, I am focusing on 
the American market." 
Next she plans to con- 
centrate on Europe, and 
then Asia, where, she 
says: "I hope someday 
people in China will 
wear my clothes." a 
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For more than a century and a half, Patek Philippe has been known as 
the finest wateh in the world. The reason is very simple. It is made 
differently. It is made using skills and tee liniques that others have lost 
Or forgotten. lt is made w ith attention to detail very few people would 
notice. It is mi ade. we have to admit. with a total disregard for time. If 
a particular Patek Philippe 
movement requires four 
vears of continuous work to 
bri ing to absolute perfection, 
we will take four years. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 
A watch with a distinetion: 
generation after generation 
it has been worn, loved and 
collected bv those who are 
very diffic ult to please; 
those who will only accept 
the best. For the day that 
vou take delivery of your 
Patek Philippe, you w ill have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting vour own values. 
A watch that was made to 
be treasured. 
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s leue. ^20. Queens Road, Central. KOWLOON EMPEROR WATCH & JEWELLERY CO, LTD. 
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Singapore 2057, fel 2599288. ShowroomePATEK PHILIPPE DISPLAY & SERVICE CENTRE, 
506. SINGAPORE Authorized Retallers: CORTINA WATCH CENTRE PTE LTD, Tel. 2350084/ 
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SS LTD. Tel 327036. 


HONG, KONG Authorized Retailers: 
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Goodwood Park Hotel, Tower Block, 22 Scotts 
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Shanghai 





The art of Fung Shui uses this ancient 
Chinese compass to divine the future 
through the harmonious relationship 
between the earth's forces. 


Growing With The Fortunes Of Asia 


Each of Asia's ancient cultures have preserved their unique art of fortune 
telling through the ages. 


In just six years, Credit Lyonnais Securities Asia has developed its 
own tradition of projecting and predicting Asia's growing stock 
markets - using the more modern tools of meticulous and analytical research. 


The result is sound investment advice - not as ancient as Fung Shui, 
but rated as some of the best in Asia. 


At Credit Lyonnais Securities Asia, we know the difference between telling 
a fortune and making one. 


For corporate advice and investment research, contact one of our twelve 
regional offices to share in the fortunes of Asia today. 
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Indian 
Opportunities Fund 
New Issue 


US$100,000,000 


10,000,000 shares 
@ US$10.00 each. 








August 1993 
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Henderson 
Investment Ltd 
International Placement 


HK$2,007,900,000 


291,000,000 shares 
@ HK $6.90 each. 











December 1993 












New World Chin 
Investment Ltd> ` 
New Issue A 


US$200,000,000. 1 
20,000,000 shares i 
@ 15$10,00 each. 





September 1993 
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Hutchison Whampoa Ryoden Hysan Development Dah Sing 
Warrants 1995 Development Ltd Financial Holdings 
Covered warrant issue International Placement International Placement International Placement 
HK$153,900,000 HK$252,500,000 HK$648,605,750 HK$207,260,000 
30,000,000 warrants 100,000,000 shares 43,385,000 shares 9,640,000 shares 
@ HK$5.13 each. @ HK$2.525 each. @ HK$14.95 each, € HK$21.50 each. 
May 1993 June 1993 March 1993 March 1993 








Champion Technology PT Dharmala Technology Resources Malaysian 
Holdings Ltd Sakiti Sejahtera Industries Berhad Helicopter Services 
International Placement International Placement International Placement International Placement 
HK$370,383,750 | | IDR41,750,000,000 M$459,212,500 M$58,700,000 
50,000,000 shares @ HK3.85 each. 10,000,000 shares 30,000,000 shares 10,000,000 shares 
March 1993 @ IDR4,175 each. pred @ M$5.87 each. 
38,050,000 shares @ HK$4.675 each. 19,330,000 "A" shares 
April 1993 November 1993 September 1993 September 1993 
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Berjaya 
Leisure Berhad 
International Placement 


M$93,000,000 


20,000,000 shares 
@ M$4.65 each. 


December 1993 








Powermatic Data 
Systems Ltd 
International Placement 


$$14,400,000 


9,000,000 shares 
@ $$1.60 each. 


October 1993 . 





























































Shanghai Friendship & 
Overseas Chinese Co. Ltd 
Placing Agent For New Issue 


US$6,864,000 


19,600,000 shares 
8 550.44 each. 


December 1993 








LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503-1530. 





Budget Blues 

Murray Hiebert and the REVIEW are to be 
congratulated for their scoop in publishing 
Vietnam’s first publicly released figures for 
defence expenditures [Corps Business and 
Taking Aim, Dec. 23, '93]. There are two 
problems that arise from this report. First, 
the figures published by the REVIEW do not 
add up. The items listed under expendi- 
ture — recurrent spending, capital spend- 
ing and loan servicing — add up to Dong 
47.3 trillion, not Dong 483 trillion. Also, 
the items listed under recurrent spending 
add up to Dong 25 trillion, 
not Dong 29.6 trillion as pub- 
lished. Have some categories 
been omitted? 

The second problem is 
that Vietnam's official figures 
are improbable. A defence 
budget of Dong 3.2 trillion, 
using the exchange rates ap- 
plied in Hiebert's story, 
would amount to US$290 
million, a ridiculously low 
figure. It is also unlikely that 
defence expenditure of Dong 
3.2 trillion could amount to 
"about 8.4% of the national 
budget" as reported. In 1990- 
91 foreign journalists visiting 
Vietnam were told that Vietnam's defence 
figure of 8.4% would imply that defence 
expenditures fell by over 40% in two years. 
In 1990-91, Vietnamese officials claimed 
they were aiming for a reduction to 12%. 
Since then Vietnamese officials have stated 
that the defence budget has actually risen, 
and I accept the REVIEW story reporting 
that the Defence Ministry wants a hefty in- 
crease in funds. 

Vietnam probably spends on average 
about 8.4% of its GDP on defence each year. 
If we assume that Vietnam's GDP stands at 
about US$14 billion, defence expenditures 
would amount to US$1.2 billion in 1993. 

CARLYLE A. THAYER 

Associate Professor 

Australian Defence Force Academy 
Canberra 


Birth Pains 

I greatly appreciate your January 13 EDITO- 
RIAL Birth of a Nation and news article 
Quality Control. I regret that most Japa- 
nese cannot understand how the eugenics 
bill infringes upon Chinese people’s hu- 
man rights. 

Japanese newspapers, magazines ‘and 
television are responsible for this. It isfun- 
fortunate that there are two main taboos in 
Japan: criticising the imperial family and 
criticising China. Thus the media simply 
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talk about the elegance of the imperial fa- 
mily and focus on Sino-Japanese friendship 
and trade. This prevents most Japanese 
from understanding the dark side of China. 
It would thus have been better had you 
given more attention to the negative effects 
such eugenics laws would have on minor- 
ity races such as those in Xingjiang, which 
the Japanese just imagine as part of the ex- 
otic Silk Road. 
S. ISHIDA 
Kawasaki, Kanagawa 
Japan 


Guns or butter? 


Busted 

I should like to express my disappointment 
over the REVIEW's declining standards of 
journalism, which became embarrassingly 
evident when you published a compara- 
tive survey of the bust and waist measure- 
ments of East Asian women ["Bust Up,” 
TRAVELLERS’ TALES, Dec. 9, '93]. 

I believe that the REVIEW should stick to 
reporting the news, instead of perpetuat- 
ing degrading and offensive attitudes to- 
ward women. 

CHEN MEI FUN 
Taipei 


I found your recent reference to the bust 
and waist measurements of East Asian 
women highly offensive. The unprofes- 
sional tone used by Nury Vittachi and his 
disgusting puns were enough to be con- 
sidered the most violent verbal rape of 
your women readers: "Their researchers 
attacked women in eight East Asian cities 
. . ." Indeed! And another paragraph 
began with "In-depth probes of women 


As à journalist, I am critically aware of 
how important every inch of space is in 
every publication, especially one of your 
calibre. As an East Asian and a woman, I 
am disappointed that you have chosen to 
give this valuable legitimising space to 
such a sexist and degrading item. Space 
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that could be better used, I believe, to help 

East Asian women, the majority of whom 
live a day-to-day struggle for survival. 

WANG YI-WEN 

The China News 

Taipei 





Rule of Law 

The Islamic /tudud criminal code is not a 
problem for Malaysia's Democratic Action 
Party (DAP) or anyone. The DAP’s deputy 
chairman, Karpal Singh, may be forgiven 
for not supporting the move to implement 
the law in Kelantan because he is not a 
Muslim. But what about those Muslims 
who oppose the move? It is quite clear to 
me that Muslims too are confused about 
what the law is all about. It is therefore 
high time that the government took steps 
to inform the people about the law and its 
sincere intention to implement it, even 

though it may take 100 years to do so. 
AHMAD ABDULLAH 
Cameron Highlands 
Malaysia 





Other Words 
I wish to refer to your IN OTHER WORDS col- 
umn of November 18, 1993, regarding a 
statement I made during a meeting in the 
Netherlands. When a group of Vietnam- 
ese refugees questioned me about human- 
rights abuses in Vietnam, I told them the 
following: "After the liberation of South 
Vietnam in 1975 many people predicted 
that a ‘blood bath’ would happen in Sai- 
gon, but the reality was quite different. 
Those who worked for the former Saigon 
regime had committed several crimes 
against their people, and they could have 
been sentenced to death or hanged. But 
thanks to the humanitarian policies of the 
Vietnamese Government, they were re- 
educated and almost all of them have 
been released." Your quote attributed to 
me, "they deserve to be beheaded,” has 
dangerously misrepresented my state- 

ment. 

PROF. NGUYEN TRONG NHAN 
Minister of Health 
Vietnam 





Correction 

In the REVIEW 200 report on Singapore 
[REviEW, Dec. 30, '93-Jan. 6, '94], an 
incorrect company logo was shown for Changi 
International Airport Services. 

The correct logo is as follows: 
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os [ies yourself Kim Il Sung. If you were sitting in 


. ing to agree to your offer of highly limited inspections and 
your long-stated demands that its annual Team Spirit joint 
military exercises with Seoul be cancelled? Would all this 


course? 
strategy. Although President Bill Clinton was initially ap- 


their-country warning he issued to Kim Il Sung in full 
range of North Korean guns during his July visit to the 
demilitarised zone — he has done little to back it up. The 
result is that in the more than 10 months since the North 
_Koreans first announced their intention to withdraw from 
`: the Nuclear Non-Proliferation Treaty, they have managed 
to buy time for whatever nuclear programme they might 
be pursuing while having Washington and Seoul dangle 
ever more carrots their way. 
Right now much depends on the integrity of the Interna- 
tional Atomic Energy Agency. Today the Agency is under 
‘|. great pressure to agree to the North’s offer of limited in- 
‘spections of the seven suspected sites. The Achilles heel of 
the non-proliferation treaty is that it is simply not equipped 





Jong Il, are often described. as madmen. But what kind of 
to decide what the Agency will and will not be permitted to 
making the demands. 
ton administration has done little to create such an in- 
centive, and its weakness elsewhere on the globe from 
Bosnia to Somalia is not likely to persuade the Kims other- 
wise. In fairness to Mr. Clinton, he has not been helped 
much by the new Kim Young Sam administration in Seoul, 
^ which apparently believes that no policy is better than any 


own separate peace in the event it begins to entertain 


peninsula. 


no reason to back down. Even economic sanctions will 


not on the diplomatic table. Given the North’s formidable 
defenses, there undoubtedly exist 





good arguments against | 


EDITORIAL 


All Bark, No Bite 


Clinton’s North Korea policy endangers Asia 





| playing this particular card. But there is no argument for 
Pyongyang today, would you give up your nuclear pro- | 
gramme? Especially when the United States is now mov- | 


make you more or less likely to stray from your present | 
| doesn’t matter. Look how much Mr. Kim has alrea 
That, unfortunately, is the problem with the American | 
| dreaming about how much better things will be once he 
plauded for taking a tough line — especially the-end-of- | 








letting Pyongyang see the hand, as the leaks from the White 
House have done. nu 

We do not know whether the North has indeed got the 
bomb, or whether the whole withdrawal from the nuclear 
pact was originally intended as a stunt by Kim Jong Il to: - 
improve his standing with the armed forces. Right now 


achieved with just the threat of a bomb. You can bet he 


actually, definitely has one. " 


Taxed for Answers 


Tokyo misses the point on taxes 


rime Minister Morihiro Hosokawa needs his head ex- 
amined — the head of his advisory panel on taxes, 
that is, Hiroshi Kato. The other day Professor Kato 
announced that the government would not harm the 
economy if it jacked up the consumption tax to offset the 





| proposed Y5 trillion to Y7 trillion (US$45 billion to US$63 


billion) cut in income taxes. The announcement came on the 


| eve of a deal that hopes to get the Socialist vote on political 


to deal with regimes that are willing to cheat; inspections, | 
after all, did not deter Iraq's Saddam Hussein from pursu- | 
ing his nuclear programme. Kim Il Sung and his son, Kim | 


reform in exchange for a delay in the imposition of a hike in 
the consumption tax. 
In the limited sense of forestalling inflation, Mr. Kato 


| may be right. But in today's Japan, this is largely beside the 


madness would it be for the rest of the world to allow them | 


point. Not least of Japan's dilemmas is that the establish- 


| ment has yet to appreciate that the foundation of the eco- 


inspect? To the contrary, we are the ones who ought to be | 


nomic crisis it faces are structural, not cyclical. The real ques- 


| tion is whether a Japan floundering in recession can afford 


The sad fact is that the Kims today have no incentive to | 
give up their nuclear ambitions. Unfortunately, the Clin- | 


policy. Together this indecision from both Seoul and Wash- | 
ington runs the risk of leading South Korea to sue for its | 


to stick to the view that government knows how to allocate: 
Japan's wealth and resources better than the Japanese. The 

reluctance to give Japan's beleaguered taxpayers back a 

chunk of their own money is at bottom a reluctancetotrans- | 
fer economic power and decision-making from the bureauc- |: 
racy back to. the people. 

Certainly it is an odd political system where the loudest 
voice in favour of such a reordering is that of the Socialists, 
but that again may be a measure of Japan’s problem. Doubt- 
less the Hosokawa government will soon agree on an eco- 


|, nomic package, some new mix of public spending and some 


doubts about the American security commitment to the | 


slight cuts in Japan's high marginal tax rates. on income. © 


| Doubtless too it will fail, as others have failed before it. And 


The point is that without clear signals from Washington | 
that it has not ruled out a military solution, the Kims have | 
| and creativity, the Japan: 
prove hard to organise if the alternative of military action is | 


the reason it will fail is that, far from treating taxes as an 
impediment to initiative and its people as sources of wealth 
ese Government still sees them as 


line-items on a budget to be manipulated up or down as its 


| economic shogunate sees fit. The Liberal Democratic Party © 
u 


may be dead, but the bureaucracy lives on. 
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EAS for Human Potential 


The first thing you'll 


notice about an Ultra- 


Lite VERSA™ is superior 
graphics performance. 


But in this case, beauty 


is far from skin deep. . 


NECS revolutionary 


notebook computers 


are the first to let you ; 


choose any configu- 


thing yourself in just 
seconds. Even switch 
from a monochrome 
screen to NEC's beau- 
tiful active-matrix TFT 


colour display. Or swap 


. the floppy disk drive 


* for a modular battery 


== to double battery life. 


ration you like. Hard ` 


disk drive, 


memory. : 


Upgrade almost any- ~ 


Although, as the say- 
ing goes, there may be 
calm at the eye of the 
storm, the more lethal 
portions of a typhoon 
pack awesome force 
with winds of 64 
knots (32.7 metres per 
second) and up. Which 
is why its a prudent 
idea to keep an eye on 
them. Himawari — the 


eye in the sky — does 


EYE-CATCHING 


Notable new notebooks from NEC 


CATCHING EYES 


Space technology stalks a threat 


PHOTO COUR ESY JAPAN METEOROLOGICAL AGENCY 


NEC's UltraLite VERSA 
— it changes every- 
thing about notebook 


computing. 


just that. Developed 
by NEC, this advanced 
geostationary meteoro- 
logical satellite beams 
down weather data 
used by some 20 coun- 
tries from Australia to 
Southeast Asia. 

NEC's C8C technology 
— we merge computers 
and communications 
to keep your future 


looking up. 
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When you're 30,000 feet above another continent, you 
needn't feel distant from your family. 

You can say hello to your wife and goodnight to your 
children on EMTEL, our in-flight cordless phones. (You 
might even find time to call the office.) 

Our newest Airbuses are the first in the world to carry 
them; two in First Class, two in Business, and two in 


Economy. All you have to do is swipe and dial. You can 


pay with four major credit cards, at a down-to-earth $5 

a minute. Before long there'll be fax too. (We were also 

the first airline to fit every seat with personal video.) 
But not all the luxuries are technological. 

From the latest Hollywood films to caviar and vintage 
champagne, the pleasures seem endless. 

If you agree with us and believe that every flight 


should be at this level, now vou know who to ask for. 
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| and Saudi Aramco have nearly finalised 





INTELLIGENCE 





South Korea's Ssangyong Oil Refining | 


an agreement with the Chinese Govern- 
ment to build an oil refinery in the coastal | 
town of Qingdao. The US$2 billion project | 
would be the largest South Korean invest- | 
ment in China to date and one of the big- | 
gest by any foreign firm. The deal appears 
to suit the objectives of all parties. China is 
eager for foreign capital and expertise to 
build up its oil industry, while both 
Ssangyong and Saudi-Government-owned 
Aramco are anxious to obtain a foothold in | 
the fast-expanding Chinese market for re- | 
fined oil products. Aramco’s China stra- | 
tegy is only part of the firm's broader push | 
into Asia. In December it won a 40% stake | 
in the Philippine state-owned oil refiner | 
Petron Corp. with a US$502 million bid. | 
Two-and-a-half years ago, Saudi Aramco | 
paid US$395 million for a 35% stake in | 
Ssangyong. l 


| 
| 
Second Chance | 
Almost two decades after their bizarre 
overnight disappearance from Australia, 
the North Koreans have asked Canberra 
whether they can re-open their embassy. 
North Korea withdrew its embassy staff in 
à huff in 1975 after several cars they had 
ordered were delivered by mistake to the | 
South Korean mission. It is understood | 
Australia has responded to Pyongyang’s | 
request by asking for an explanation of | 
why it left in the first place. 


Timor Travail 


The Indonesian Foreign Ministry is con- | 
cerned about reports that Britain's Central | 
Television and controversial journalist John 
Pilger are working on a critical documen- | 
tary on East Timor. It is understood Pilger | 
has obtained recent Timor footage from the | 
same British cameraman who filmed the | 
1991 Dili massacre. Central Television 
plans to screen the documentary in Febru- | 
ary, but of more concern to Jakarta is that it 
may also be shown on BBC World Service 
television, which can be picked up on sat- 
ellite dishes in Indonesia. 


Campus Construction 


The University of London plans to set 
up a campus in Malaysia which would 
confer fully accredited degrees of the 
university. The planned campus will be 
financed by British construction firm John | 
Laing and Malaysia's YTL Group. How- 
ever, before the campus can be built, 
Malaysia's Universities Act must be ! 
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| and South Korean forces have continued: 








| amended to allow teaching in English at 


nationally recognised universities. Promot- 
ers of the project say they are confident 


; this will happen as the University of Lon- : 
| don scheme is seen as part of Malaysia's 
| drive to become a regional centre for terti- 


ary education. 


Peaceful Peninsula 

Despite all the talk of war on the Ko- 
rean peninsula following Pyongyang's 
withdrawal from the Nuclear Non-Prolif- 
eration Treaty in March 1993, United States. 










to remain at a minimum level of alert. Ac- 
cording to informed military sources, al- 
lied forces have remained at DEFCON-1, 
Defence Condition One, military jargon for 
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Still on non-alert status in South Korea. 


| peace-time non-alert status. Defensive con- 


ditions run from peace-time to alert to 
readiness to actual hostilities. A spokes- 
man for the UN command in Seoul de- 
clined to comment on the defensive status 
of allied forces, but said “the Korean pe- 
ninsula has been dangerous and unstable 
for the past 40 years, but it is nọ more dan- 
gerous and unstable now than it was a 
year ago.” 


Party Line 

Delegates to the Vietnamese Commu- 
nist Party's special mid-term conference 
scheduled to begin on January 25 were sur- 
prised that four of the books on their re- 
quired reading list were warnings against 
Western efforts to use "peaceful evolution" 


: to overthrow the ruling party. They were 
; even more surprised to find that one of the 
| books was a justification by the Chinese 


army of its 1989 massacre of civilian dem- 
Qnstrators in Beijing as necessary to protect 
the Chinese party against the dangers of 
“peaceful evolution.” Vietnamese party 
members say this is the first time they have 


| been assigned to read Chinese documents 


since relations between the two parties de- 
teriorated in the 1960s. _ 





ASIAN Business NEEDS ASIAN UNDERSTANDING 


To do business in Asia you need to under- 
stand Asia - its customs, its people and its 
ways of thinking. That takes time. A long time. 

HongkongBank has been financing busi- 
ness and trade in Asia since 1865; we know the 
region well. Maybe better than any other bank. 


Today we have some 600 offices in the 
e 


region, and the number keeps growing as Asia 


grows. They are all part of the HSBC Group's 
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network of more than 3,000 offices worldwide. 
Each gives you the benefit of local expertise. 
So if you want to make the most of oppor- 
tunities in Asia, talk to HongkongBank. 
Whatever your financial needs, you'll find 


we're ready to help. After all, we know that 


the only way we'll suc- <p 


HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


ceed is by helping you 


to do the same. Your Future Is Our Future 





















“In sum, they bring one 
hundred misfortunes and not 
one benefit. ” 


China's official People's Daily, 
demanding an end to the "uncivilised 
and unhealthy" practice of keeping dogs 
as pets, on the eve of the new Year of 
the Dog. 











“It clearly symbolises the 
heroic spirit of socialist Korea 
which victoriously advances 
undisturbed by the worldwide 

economic recession. ” 





SPIRIT , 
EARN FOM 
| MAO ZEDONG! 





In Other Words 








*,.. POLITICAL POWER GROWS 
OUT OF THE BARREL OF A GUN/* 
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*,.. BUT, MONEY IS POWER!" 






















ý pde » " * 
Vr es f X 








North Korea's Kim ll Sung on his country's 
economy, in his New Year's address. 


“ They are all assassins and warmongers 
paying lip service to peace, democracy, 
human rights, humanity and so on. ” 


The Khmer Rouge, in a radio broadcast on the new 
government of Cambodia. 


“I’m from a gang and | demand that you 
listen to me.” 
A 25-year-old Japanese gangster in Fukuoka who stormed 


into a school and forced a teacher to shave the hair off a 
pupil who had mocked him. 


NEWS ITEM: DENG XIAOPING IS REPORTED TO BE UNHAPPY ABOUT REVIVAL OF 
MAOIST IDEAS DURING THE CENTENARY OF MAO'S BIRTH. 









“If you want a man to have no peace for 
three weeks, ask him to move house. If you 
want him to have no peace for three months, 
ask him to rebuild his home. If you want him 
to have no peace for the rest of his life, ask 

him to find a mistress. " 
The director of Taiwan's Bureau of Investigation, Wu Tung- 


ming, on new bureau directives instructing agents to stop 
having extra-marital affairs. 










“ This is probably the most madcap job 
we've done, and he's absolutely in love 
with it. ”’ 
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E EVOLUTION OF CORRUPT PUBLIC OFFICIALS 


British car designer on Hong Kong 
millionaire George Wong's request for “the 
most luxurious Mini in the world.” Wong's 

US$9,000 Mini Cooper now includes a 
television, video recorder, compact-disc 
player, refrigerator — and karaoke 
machine. 















“ The negative water element 
indicated an excess of water. 
Coupled with man-made 
disturbances of the positive 
and negative forces, the 
result is an imbalance of 
the yin and yang, plus 

human error.” 











Malaysian geomancer Richard 
Yeng on why a large number of 
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NEWS ITEM: PHILIPPINE PRESIDENT FIDEL RAMOS VOWS TO CRACK DOWN ON 


Leonilo Doloricon/Manila Times in 1993 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503-1530. 






buildings collapsed in Malaysia 
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Taiwan's President Lee Teng Hui gives the victory sign but Beijing has the last laugh. /nset: the Mirage fighter jet. 
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Learning to Bow 


Anxious to tap into China's booming economy, French 
industrialists cheer Paris' decision to cut off future arms sales 
to Taipei and mend fences with Beijing. 








By Lincoln Kaye in Beijing 

obody understands the Chinese 
N ritual grovel of the kowtow better 
than Alain Peyrefitte, the veteran 
French diplomat. He has written the de- 
finitive monograph on the failed British 
trade mission to Qing Dynasty China in 
1793, when the Emperor Qianlong humili- 
atingly dismissed envoy Lord Macartney 
for refusing to kowtow before the Dragon 
Throne. 

Peyrefitte is not likely to make the same 
mistake when he arrives here later this 
month as advance man for French Premier 
Edouard Balladur’s fence-mending visit to 
Beijing in March. In hopes of regaining lost, 
ground in the scramble for a piece of Ghi- 
na’s economic boom, France has pledged 
to stop further arms sales to Taiwan. The 
promise is the result of secret bilateral ne- 
gotiations dating back to the victory of 
Balladur’s centre-right coalition over its 


12 


socialist predecessors 10 months ago. 

Pressing its advantage against Taiwan, 
China followed up the Sino-French com- 
munique by luring the central African 
kingdom of Lesotho out of Taipei's dwin- 
dling diplomatic fold. Then, for good meas- 
ure, Chinese Foreign Ministry spokesman 
Wu Jianmin denounced the practice of 
“holiday diplomacy” that allows top Tai- 
wan Officials to meet with foreign counter- 
parts on ostensibly private vacations. 

The Sino-French communique, dated 
January 12, declared that the “Chinese side 
reaffirms that the sale of any type of arms 
will bring harm to China’s sovereignty, se- 
curity and reunification and the Chinese 
Government firmly opposes it. To take 
account of the Chinese side’s concern the 
French Government pledges not to author- 
ise French enterprises to participate in arm- 
ing Taiwan in the future.” 

The quid pro quo arrives a little later in 
the communique; it notes that the “Chi- 
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nese side declares that French enterprises 
will be welcomed to compete in the Chi- 
nese market on an equal footing." 

The French capitulation removes one of 
the last vestiges of the anti-Beijing tilt of 
Western policy in the wake of the 1989 Bei- 
jing massacre. Emboldened by this latest 
victory, China now turns its lobbying at- 
tention to the sole remaining diplomatic 
hangover from Tiananmen: the annual re- 
newal of its most-favoured-nation (MFN) 
trading status with the United States. 

France's 1992 sale of fighter jets to Tai- 
wan drew rhetorical blasts from Beijing as 
well as more concrete moves such as the 
closure of the French consulate in booming 
Guangzhou and the exclusion of French 
firms from bidding on lucrative infrastruc- 
tural contracts. But when former U.S. Presi- 
dent George Bush sought to prop up his 
flagging electoral fortunes by authorising a 
job-generating contract for General Dy- 
namics F16 fighters to Taiwan, Beijing's re- 
action was comparatively mild. 

“Back then we cited the Chinese prov- 
erb about ‘killing the rooster to scare the 
monkey’,” a European diplomat recalls. 
“Well now, if French businesses win even 
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a fraction of the contracts that they're look- 
ing forward to, we may be looking at an 
instance of 'gorging the French rooster to 
entice the American monkey’.” 

In exchange for its latest kowtow, 
France hopes to more than recoup the Ffr 3 
billion (US$505 million) worth of contracts 
that Trade Minister Gerard Longuet esti- 
mates has been lost due to Chinese sanc- 
tions. Balladur's government will still hon- 
our the nearly US$10 billion worth of Tai- 
wanese arms sale commitments approved 
by its socialist predecessors. 

These include 16 LaFayette-class frig- 
ates, complete with armament, and 60 
Mirage 2000-5 fighter planes. On the other 
hand, France's Leroux et Lotz shipyards 
are now out of the bidding for joint con- 
struction of 10 offshore patrol boats for the 
Taiwanese coast guard. 

In Paris, socialist leader Michel Rocard 
denounced the communique as "unintelli- 
gent, a miscalculation and undignified.” 
Rightwing opposition firebrand Jean-Marie 
Le Pen slammed the government for pan- 
dering to “a corrupt and discredited com- 
munist regime.” 

But French industrialists warmly wel- 
comed the communique. Tele- 
communications giant Alcatel 
Alsthom, state-run nuclear plant- 
maker Framatome and nuclear fuel 
company Cogema were all looking 
forward to windfall gains, accord- 
ing to business sources. The French- 
led GEC-Alsthom NV consortium 
hopes its chances will now be en- 
hanced to edge out its German, 
Swedish and Japanese rivals for the 
Beijing-Shanghai high-speed rail- 
way contract. 

“The French could be in for a dis- 
appointment,” warns the Beijing 
representative of a European con- 
struction contractor. “These high- 
profile diplomatic coups don't al- 
ways produce too much in the way 
of real corporate or national rev- 
enue." For instance, a visit last November 
by German Chancellor Helmut Kohl pur- 
portedly generated nearly DM 7 billion 
(US$4 billion) worth of contracts. But busi- 
nessmen report that, aside from vague and 
non-binding letters of intention, there was 
barely. DM 2 billion worth of solid busi- 
ness deals. 

Nevertheless, the Kohl visit, by its tim- 
ing, put paid to any hope of a French ini- 
tiative to muster European Community 
solidarity for a tougher line on Chinese 
trade. “It didn’t take long, under the cir- 
cumstances, to realise there was not much 
constituency in Europe for such ideas,” 
said a source close to former French am- 
bassador Claude Martin, whose stormy 
three-year tenure in Beijing came to a close 
in November. After a two-month interreg- 
num, France replaced Martin with Francois 
Marcel Plaisant, a career diplomat on the 
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verge of retirement. 

While*in Paris later this month to 
cement the new entente, Chinese Foreign 
Minister Qian Qichen will meet with an- 
other diplomatic visitor U.S. Secretary of 
State Warren Christopher, who will take 
the occasion to stress the seriousness of 
Washington’s concerns about human 
rights in China. Without significant 
progress on human rights, MFN renewal 
looks unlikely in June, according to Con- 
gressional visitors to Beijing. 

Qian, however, may be tempted to call 
the American bluff after U.S. Ambassador 
to Beijing Stapleton Roy pronounced 
China’s recent human rights improvement 
“dramatic” in a New York Times interview. 
Roy, a Bush appointee, went on to hint that 
MEN status could be accorded permanently, 
without annual reviews. Washington at first 
repudiated Roy’s remarks, but then, after 
inspecting the full transcript of the inter- 
view, denied there was any gap between 
the State Department’s view and the am- 
bassador's. 

Meanwhile, a leaked draft of the depart- 
ment's annual human-rights review on 
China, due for February release, credited 





Taiwan's pro-independence activists worry Beijing. 


China with "little progress" on civil liber- 
ties. A bemused Western diplomat won- 
dered whether these contradictory pro- 
nouncements "reflect deep discord within 
the U.S. State Department on China policy 
or an overly clever 'good cop/bad cop' 
ploy to pry more concessions out of the 
Chinese." 

The best of good cops, from Beijing's 
standpoint, must be ex-president Bush, 
who sparked widespread speculation by 
suddenly turning up here in mid-January 
for his first visit since 1989. Bush stayed in 
a government guest house, breakfasted 
with Roy, avoided the press and met with 
Chinese President Jiang Zemin and Pre- 
mier Li Peng. The State Department briefed 
him before his departure and debriefed 
him after his five-day visit, but denied that 
he carried any special message from his 
presidential successor, Bill Clinton. a 
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Menage 
a Trois 
Paris turns to Beijing, 


Taipei feels jilted 





By Julian Baum in Taipei 
= ew people seriously expected that 





France could continue to flaunt in- 

definitely Beijing's wishes on Tai- 
wan, despite several bold decisions on 
arms sales in the past three years. Yet when 
the time came for Paris to normalise rela- 
tions and accommodate China, as it vowed 
to do in late December, some Taiwanese 
officials felt betrayed. Others are taking out 
their frustrations on Beijing itself. 

Many observers believe that France's 
decision marks a setback for President Lee 
Teng-hui's policy of pragmatic diplomacy, 

which has attempted to use Taiwan- 
ese commercial prowess to break 
Beijing's isolation of the island. 

Chinese officials are reportedly 

anxious about recent political de- 
velopments in Taiwan which are 
seen as unhelpful to eventual unifi- 
cation of the two sides. The locali- 
sation of the ruling Kuomintang, 
the strength of a pro-independence 
opposition party, and the prospect 
of a presidential election by popu- 
lar vote in the mid-1990s are all 
.pulling the island away from the 
mainland, say reports from Beijing 
appearing in Hong Kong and Tai- 
pei newspapers. 

Beijing's response has been to in- 

sist even more strongly on denying 
Taiwan international status and si- 
multaneously to follow its own version of 
"peaceful evolution." This strategy in- 
cludes offering ever more attractive terms 
to Taiwanese investors and expanding 
trade and other exchanges to draw the is- 
land into tighter economic dependence on 
the Chinese mainland. 

“If we take a short-term view, the pres- 
sures certainly seem to be mounting," says 
Michael Kau, president of the 21st Century 
Foundation, a Taipei-based think-tank. But 
in the longer term, Kau adds, Taiwan's 
participation in international affairs is a 
more fundamental issue than arms pur- 
chases and other high-profile moves. 
"Frapce's decision is not so important," he 
sayse “I really doubt that Beijing can re- 
verse the trend and totally shut us off." 

In dealing more openly with Taiwan 
after China's suppression of its student de- 
mocracy movement, France set an exam- 
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ple for other European governments. End- 
ing several decades of little or no official 
contact, a French minister visited Taipei in 
January 1990. Within two years, every 
other major European country sent senior 
ministers to follow in his footsteps. 

France's boldest move was to sell Tai- 
wan 60 Mirage 2000-5 fighter jets after 
what sources say was five years of secret 
negotiations. That agreement came in 
November 1992, just two months after 
former United States President George 
Bush agreed to let Taiwan buy 150 General 
Dynamics F16 fighters. These decisions 
boosted the morale of Taiwan's military 
and foreign policy establishment, which 
had become pessimistic about overcoming 
China's attempts to choke off their political 
and military ties overseas. 

French companies took an aggressive 
interest in Taiwanese public construction 
projects. Despite troubled relations between 


the Taipei city government and France's | 
Matra Transport, which won a contract for | 


a light-rail system through urban Taipei, 
French companies were rumoured to have 
an advantage over their European and 
North American competitors. Framatome 
recently submitted a bid for a share of a 
US$6.4 billion nuclear power plant, com- 
peting head on with U.S. companies which 
built three previous facilities. 


Yet the commercial opportunities for | [A 


French companies in Taiwan appear lim- 
ited compared to the large and fast-grow- 
ing Chinese market. As is the case with 
other foreign companies, the opportunities 
for the French in Taiwan have become 
mired in politics as the government strug- 
gled with one political scandal after an- 
other. Foreign contractors, especially 
Matra, have become targets of criticism by 
local politicians and the news media. 


Meanwhile, analysts say Taiwan needs | 


to pause in its arms purchases and take a 
new look at its public spending priorities. 
Investigations into the murder of a senior 
naval officer have also focused public at- 
tention on corruption in the military pro- 
curement system and embarrassed the 
Ministry of Defence. 

"The contraction of military spending 
will be the first [result] of these events," 
said Richard Yang of National Sun Yat-sen 
University. Despite the failure to reach 
agreement on cross-straits issues such as 
hijacking and illegal immigration, relations 
with the mainland are relaxed, he com- 
mented. This means additional arms pur- 
chases are not a high priority. 

"There is no military urgency so far as 
the situation across the Taiwan Straits is 
concerned," Yang added, "but we do have 
an urgent need to set priorities for oug do- 
mestic policy.” Yang said that under ghese 
circumstances what looks like a setback has 
not cost Taiwan very much. "There are so 
many imponderables. I don't think Beijing 


can claim this as a diplomatic victory.” m | 
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MALAYSIA 


Slap On The Wrist 


Court fine leaves Sabah leader free to run in polls 








By Michael Vatikiotis in Kuala Lumpur 

ot many politicians would be happy 
N about being found guilty of corrup- 
tion. But for Sabah's Chief Minister 
Datuk Joseph Pairin Kitingan, happiness 
came in the form of a judgement that fell 
short of disqualifying him from holding 
office on the eve of elections in the East 
Malaysian state. 

Sabah goes to the polls on February 18 
in what observers say could be a bruising 
contest between the opposition state 
government led by Pairin and the federal 
government represented at the state level 
by several component parties of the ruling 
National Front coalition. Pairin dissolved 
the state assembly just ahead of the sche- 





A 


Pairin (in suit) may win some sympathy votes. 


duled January 17 judgment on charges that 
he abused his position to award a 
M$1,483,341 (US$550,000) contract for the 
construction of shophouses to a company 
said to belong to one of his relatives. 

The guilty verdict came as no surprise 
to Pairin’s supporters. From the beginning 
they claimed that the charge was brought 
in retaliation for his last-minute with- 
drawal from the National Front — a move 
that threw a wrench into Prime Minister 
Datuk Seri Mahathir Mohamad's cam- 
paign in the 1990 general election. “Every- 


| body saw this more- as a political than a 


criminal trial," commented James Ligun- 
jang, a member of Pairin's United Sabah 
Party (PBs). 

Now it appears to be Pairin's turn to 
exploit the 24 month-long trial for political 
purposes. He can do so because the 
M$1,800 fine imposed by the judge fell 
short of the M$2,000 minimum required to 
disqualify him from office. Sources in PBS 
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say the decision to call an early election — 
the government's mandate had another 
two years to run — hinged on the corrup- 
tion case. According to Ligunjang, Pairin 
was afraid that his position would be 
weakened by a conviction. 

Some of Pairin's supporters, however, 
saw the guilty verdict as a boon to PBS, 
predicting a sympathy vote for the chief 
minister. One of them, a local lawyer, 
pointed out that 2,000 supporters, some of 
whom wept openly after the guilty verdict, 
surrounded the Kota Kinabalu courthouse 
for the announcement. "If the trial is the 
only issue in this election, then the pss will 
win hands down. If he had been acquitted, 
people would have concentrated on the 
economy," he said. 

The federal government is 
banking on Sabah's poor eco- 
nomic performance (376 growth 
in GDP compared with 9% at the 
national level in 1992-93) to rally 
support for the clutch of Na- 
tional Front component parties 
contesting the election — in- 
cluding a first electoral outing 
in Sabah for the United Malays 
National Organisation (Umno), 
the dominant party in the fed- 
eral coalition. 

But most observers consider 
the National Front will have a 
tough time regaining control of 
the state. Umno sources con- 
tacted in Kota Kinabalu were 
only cautiously optimistic. One 
Sabah Umno official, Karim 
Ghani, said he hoped that Pairin’s convic- 
tion would persuade him not to stand for 
re-election. “Under normal circumstances, 
if a chief minister is convicted he should 
step down,” he said. 

However, Pairin is a political survivor 
who thrives on being the underdog in a 
contest. He has run Sabah for almost a 
decade in and out of the National Front 
coalition, but lately some signs of disunity 
have appeared within the pss. Pairin’s 
stand against Kuala Lumpur over local 
rights to resources and federal encroach- 
ment on state authority has won him popu- 
lar support among the Sabah electorate, but 
it has also produced a more pragmatic fac- 
tion in the party which prefers a more cor- 
dial relationship with the peninsula. 

Pairin’s own grip on the party seems 
firm, however, and some observers predict 
he will move to consolidate his hold by 
dropping latent challengers from the final 
election line-up. " 
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VIETNAM 
U.S. Praise 


Adm. Charles Larson, 
commander of U.S. forces in 
the Pacific, has commended 
Hanoi's efforts to resolve the 
fate of some 1,600 Americans 
missing in action during the 
Vietnam war. On a visit to the 
country beginning January 18, 
he said Hanoi's cooperation 
had "increased significantly 
over the past two years." The 
admiral's upbeat assessment 
will bolster the Clinton 
administration against 
criticism from veterans' groups 
as it seeks to improve ties with 
Hanoi. 





DIPLOMACY 
Aloha Apec 


Finance ministers from Asia- 
Pacific nations will meet for 
the first time on March 18 and 
19 in Hawaii, U.S. Treasury 
Secretary Lloyd Bentsen 
announced in Jakarta on 
January 17. The ministers from 
the 17-member Asia-Pacific 
Economic Cooperation (Apec) 
forum will discuss 
implementation of Apec 
leaders’ promise to work more 
closely on the economic front. 


Russian patrol in the Kuriles. 


Kuriles Impasse 

Talks between Japan and 
Russia on the disputed Kuriles 
islands will be postponed 
indefinitely, Tokyo has 
announced. The impasse 
follows the hardening of 


JANUARY 27, 1994 


< 
> 
D 
m 
2 
= 
z 
m 
h 
E 
v 





Larson with Vietnamese Deputy Defence Minister Nguyen Thoi Bung. 


Moscow’s stand on the issue 
after the strong showing by 
Russian nationalists in last 
month's parliamentary 
elections. Moscow's position 
appears to have coalesced 
around the uncompromising 
attitude of Prime Minister 
Victor Chernomyrdin, who has 
said Russia would never 
return the islands. 





INDIA 
Dam Ruling 


Work on the environmentally 
controversial Sardar Sarovar 
dam will continue. Prime 
Minister P. V. Narasimha Rao 
overruled an order of the 
Ministry of Environment and 
Forests halting work on the 
dam, centrepiece of the 
Narmada Valley water and 
power scheme. The ministry 
had said the project authorities 
and the Gujarat state 
government were not fulfilling 
their commitment to relocate 
villagers who would be 
flooded out. 


Bombing Suspects Held 


Minister for Internal Security 
Rajesh Pilot said on January 15 
that police had arrested 35 
suspected members of an 
Islamic fundamentalist terrorist 
group. The group is thought to 
have been behind several train 
bombings in December, and to 


be planning more attacks in 
major Indian cities. 





TAIWAN 
Spy Charges 


Police in Taiwan have arrested 
three serving military officers, 
including the deputy head of 
the navy's arms acquisition 
office, on charges of leaking 
secret documents. The arrests 
were made in the course of an 
investigation into the murder 
of a navy captain believed to 
have been involved in illegal 
arms procurement practices. 





CHINA 
Tibetans Freed 


In the run-up to U.S. 
Congressional hearings on 
China's human-rights record, 
Beijing released two Tibetan 
political prisoners, Amnesty 
International reported. Tour 
guide Gendun Rinchen and 
former monk Lobsang Yonten 
were arrested for trying to 
pass a list of political prisoners 
to visiting Western diplomats. 


Relief Grain Diverted 


e 
Nearly 300,000 Hunan, 
peasants almost starved afigr 
local cadres sold off state- 
provided relief grain. Of 22,000 
tonnes of grain sent to 
disaster-stricken Sangzhi . 
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county, local officials sold 
15,675 tonnes and purchase 
rights to an additional 2,041 
tonnes last February. 
Authorities confiscated Rmb 
837,190 (US$96,673) in profits 
and imposed fines of Rmb 
20,000 on those responsible. 





JAPAN 
Illegal Exports Probe 


In an investigation into illegal 
exports of technology from 
Japan to North Korea, officials 
conducted nearly a dozen 
raids on firms in Tokyo and 
Yokohama on January 13 and 
14. Among the companies 
being probed is electronics 
maker Anritsu, which may 
have unknowingly exported 
spectrum analysers to 
Pyongyang via China. The 
devices can improve the 
accuracy of missiles. 





Hong Kong 

Weekly Sold 

Asiaweek said it was selling a 
majority stake in its Chinese- 
language edition, Yazhou 
Zhoukan, to Hong Kong 
publishing group Ming Pao 
Enterprise Corp. Neither 
Asiaweek, which is majority 
owned by Time Warner, nor 
Ming Pao would comment on 
the size of the stake or the sale 
price. 






3 
Number of registered : 
doctors per thousand people 3 
1.2 : 
1.0 z 
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Note: 1978 decline due to removal of 
deceased doctors from register 


Source: HK Census & Statistics Dept. 
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INDONESIA 


Spies Like Us 


Intelligence agency likely to have its wings clipped 





By John McBeth in Jakarta 


enny Murdani is not just another 
H general. The former defence minis- 

ter and armed forces chief holds no 
official position, but is known to wield con- 
siderable clout in the ambiguous world of 
Indonesian power politics. No wonder 
when reports surfaced that the government 
would restructure and down-size the Stra- 
tegic Intelligence Body or Badan Inteligen 
Strategis (Bais), it was seen as a move to 
deflate his influence. Bais, Murdani's 
former power base, serves as the military's 
eyes and ears on domestic and interna- 
tional affairs. 

The intelligence agency, which grew out 
of the smaller Strategic Intelligence Centre 
in 1983, is also having its headquarters 
moved from Tebet in southeast Jakarta to a 
new building at Pasar Minggu in the south- 
ern suburbs. This will deprive Murdani of 
the office he is said to maintain at Bais. 
However, it is unlikely to diminish the in- 
fluence of a man whose allies have been in 





the intelligence service for 20 years or more. 
Armed forces spokesman Brig.-Gen. 
Syarwan Hamid will only say a reorgani- 
sation is under way. But there are sugges- 
tions that the number of sections in Bais 
will be reduced and that its name will be 
changed to Badan Intelijen ABRI (BIA) or 
Intelligence Agency of the Armed Forces. 
"Some of its functions are being dropped 
and I think its powers are being dis- 
persed," an intelligence source told the 
REVIEW. It is understood that Bais might 
no longer come under the direct command 
of armed forces chief Gen. Feisal Tanjung, 
who serves as the organisation's nominal 
head and the president's personal repre- 
sentative within it. Instead, it may be 
placed under the supervision of the chief 
of general staff, Lieut.-Gen. H. B. L. 
Mantiri, and the assistant chief of staff for 
intelligence, Maj.-Gen. Bantu Hardjito. 
According to some versions, the restruc- 
turing could lead to some Bais functions 
passing to the Badan Koordinasi Intelijen 


gence Coordinating Agency. Not everyone 
is convinced the revamp will be all that 
far-reaching. "Murdani created Bais to give 
direct advice to the president," said one 
Indonesian analyst with ties to the military. 
"The palace guard is under Bais and if con- 
trol of the agency goes to armed forces 
headquarters, then it means the whole of 
the guard will be under that headquarters. 
I don't know if the president would like 
such an arrangement." 

On top of that is the question of who 
will provide Indonesia's intelligence over- 
view. In theory, there is considerable over- 
lap between Bais and Bakin, but in practice 
Bais is clearly the pre-eminent agency. 
Staffed purely by military personnel, it is 
better trained and has better resources than 
its more civilianised counterpart. Bakin is 
regarded as a sleepy sinecure with a some- 
what elastic staff. Its mission, according to 
current chief Sudibyo, is to “strengthen 
national resilience.” 

In describing the role of Bais, Australian 
academic Richard Tanter says the term 
“strategic” refers to the broad interests of 
the state, “rather than the narrow definition 
of military affairs or international geopoli- 
tics.” This, in turn, is taken to mean domes- 
tic political intelligence, and perhaps opera- 
tions against such targets as East Timorese 
refugees in Australia and Portugal. 





Nasional (Bakin), or the National Intelli- 


Doing business in Vietnam 
will soon be a snip. 


Up to now, Bais has worked closely 
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Murdani loses another lever of influence. 


with the armed forces' social and political 
affairs directorate and also the politically 
significant Home Affairs Ministry and at- 
torney-general's office. Senior officers of 
the Kopassus special forces regiment are 
routinely rotated through the agency. 
Kopassus commander Brig.-Gen. Agum 
Gumelar and Jakarta military commander 
Maj.-Gen. Hendro Prijono have both 
served as Bais deputies. 

Rumours of the change in Bais have 
been circulating since July 1993, not long 
after President Suharto dropped Murdani 
from his cabinet in a move seen to reflect 
his displeasure at the minister's political 
manoeuvrings. It was the same month re- 


tired Lieut.-Gen. Sayidiman Suryo- 
hadipftojo became the first senior officer 
to openly criticise Murdani and what 
he called the "excessive role" of mili- 
tary intelligence during the 1980s. 
Suryohadiprojo, a staff officer for 
most of his career, is now one of four 
roving ambassadors charged with as- 
sisting Suharto in his capacity as chair- 
man of the Non-Aligned Movement. 
He also acts as an adviser to influential 
Research and Technology Minister B. J. 
Habibie. Murdani is known to be at 
odds with Habibie, who has also accu- 
mulated enemies among serving mili- 
tary officers for his interference in arms 
purchases. 
When Murdani became armed forces 
chief in 1983, he retained concurrent con- 
trol over Bais and took direct charge of the 
Command for Restoration of Security and 
Order (Kopkamtib), the powerful security 
apparatus formed in the wake of the abor- 
tive 1965 communist coup. Over the next 
five years he built a formidable power cen- 
tre that was second to none in the military 
and on which Suharto depended for his 
counsel. 

Observers noted that when Murdani 
finally stepped down as armed forces chief 
in early 1988 to take over the defence port- 
folio, the Bais leadership passed into the 
hands of his long-serving deputy, Maj.- 
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Gen. Mohammad Sutarjo, instead of 
Murdani's successor, Gen. Try Sutrisno, the 
current vice-president. One of the first 
overt moves to clip Murdani's wings came 
in September 1988, when Suharto disman- 
tled Kopkamtib and effectively ended the 
defence minister's control over the security 
apparatus. Although the process, known 
as “deBennyisasi,” seemed to accelerate 
with Murdani's departure from the cabi- 
net, Indonesian observers still see his sta- 
tus as enigmatic. "On the one hand, the 
president wants to reduce his power, but 
on the other he realises Benny can be very 
supportive," said one source. 

Last March, the outgoing defence min- 
ister caused a major stir by throwing a re- 
ception for 1,500 guests to mark the launch- 
ing of a book on his often shadowy career. 
Six months later, three heads of state and a 
galaxy of political figures from Indonesia 
and the region showed up at the wedding 
reception for his only daughter. 

Since then, Murdani has kept a low pro- 
file. But that has not prevented rumours 
about his perceived behind-the-scenes role 
in Israeli Prime Minister Yitzhak Rabin's 
surprise visit last October and, more re- 
cently, in the intrigue attending Megawati 
Sukarnoputri's election as chairman of the 
Indonesian Democratic Party. Typically, 
however, there is not a shred of evidence 
connecting him to any of it. a 





Come February, Vietnam will be even more attractive to international 
businessmen. Because that’s when the new Omni Saigon Hotel first 
opens its doors for business. Offering 250 rooms, suites and serviced 
apartments, a comprehensive range of business services (including 
fully serviced satellite offices), relaxed dining facilities, grand 
ballroom, outdoor swimming pool and well-equipped health club, 
the Omni Saigon Hotel encompasses everything the international 
business traveller has come to expect from a first-class hotel. And, 
naturally, being an Omni hotel, you can be assured our staff will go 
out of their way to help with any request. Because to them, even the 
most difficult of tasks is a snip. Take advantage of our introductory 


rates, from just US$108*, between February 1 and April 15, 1994. 


OMNISSSAIGON HOTEL 
VIETNAM Jeb 4 


*Rates exclusive of government tax and service charge and subject to room category availability. 
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Some of his comrades are more plunderers than protectors. 


Lawless Land 


Violence by security forces on the rise 





By Nate Thayer in Phnom Penh 7 


hen more than 100 distraught for- 
Wi: aid workers gathered in 
Phnom Penh on January 12 to 
protest a spate of robberies and violent as- 





saults said to be the work of government . 


security forces, they had little idea that new 
evidence to back up their concerns was ac- 
cumulating at the same time. As the aid 
workers' complaints rang down on a gov- 
ernment spokesman, across town heavily 
armed men were breaking into a United 
Nations compound to steal vehicles. 

After a confrontation with police that 
left three of the robbers dead, it surprised 
few that two turned out to be uniformed 
police and the other the personal body- 
guard of Chea Sim, the influential chair- 
man of the Cambodian People's Party and 
head of the National Assembly. 

More than 300 UN vehicles have been 
stolen in recent months from departing UN 
personnel and private aid organisations, 
many by organised bands of government 
security forces who are believed to be op- 
erating at the behest of senior generals in 
the Cambodian armed forces. Many of 
these vehicles now brazenly sport military 
licence plates and are parked openly at 
government offices. 

For the most part, UN officials are too 
frightened to demand the vehicles back, 


even though it is open secret which power; 


ful officials are behind much of the thug- 
gery. One stolen UN vehicle, recovered by 
provincial police last month, remains at the 
Pursat provincial police headquarters. The 
local police commander has demanded 
US$3,000 from the UN High Comnaission 


18 


for Refugees for the car’s return. 

A volunteer with a British aid organisa- 
tion which helps clear mines from farm- 
land was robbed and shot at earlier this 
month by bandits later identified as gov- 
ernment troops responsible for manning an 
area security checkpoint. 

Crime and banditry, now affecting for- 
eign aid workers almost daily, have. left 
many of Cambodia’s provinces under siege 
from surly bands of unpaid soldiers, police 
and their corrupt commanders. And for 
every act of violence directed at foreigners, 
hundreds of attacks are visited upon Cam- 
bodian civilians who live in fear of those 
whose job is to ensure security. 

For many people in the frontline prov- 
inces of Cambodia’s north and west, the 
1991 Paris Peace Agreement and subse- 
quent UN-sponsored elections last year 
have yet to bring either peace or change, 
leaving many pessimistic that their lives 
will be improved. They are frustrated and 
puzzled by the inability of the new gov- 
ernment and the rebel Khmer Rouge fac- 
tion to find a way to stop the fighting 
which has crippled so much of their part of 
the country. Military activity was seen 
everywhere during a recent 10-day drive 
through the Cambodian countryside, with 
troops and weapons steadily moving to 
new front lines. 

Morale at frontline positions is poor, 
with soldiers complaining that they are not 
being given any food, ammunition, or 
medicine. About the only thing forthcom- 
ing from commanders in Phnom Penh is 
daily orders to prepare for battle. 

“Generally, soldiers don’t want to fight 
— it is only Khmer killing Khmer,” said 
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Gen. Em Saray, the 12th Division deputy 
commander based at Baby Elephant vil- 
lage, located some seven kilometres from 
Khmer Rouge front lines near the Thai bor- 
der. “But we are soldiers so when our lead- 
ers order us, we do what we are told.” 

Twenty metres away, craters testified to 
a Khmer Rouge rocket attack that killed 
two and wounded three others only hours 
before. “Now the government gives us 
only rice, we have no other food for our 
soldiers,” Saray said. “We have had no 
salaries since November. Our number one 
problem is malaria, our number two prob- 
lem is wounded soldiers for whom we 
don’t have medical supplies.” 

Twenty-one of his soldiers were 
wounded the day before in a clash with 
the Khmer Rouge. The dull thud of artil- 
lery near government front lines four kilo- 
metres to the south could be heard during 
an interview on January 4. “The United 
States should take all the leaders from the 
Khmer Rouge and the government to the 
US. and let a new generation of younger 
leaders take over,” he suggested, a wan 
smile creasing his face. 

In Siem Reap, soldiers were paid on 
January 3 with 50-riel notes, after three 
months of not being paid at all. But the 
small bills are worthless and not accepted 
in markets or even by government banks. 
Angry soldiers reacted by looting the main 
market in the tourist capital near the 
Angkor Wat ruins, shooting and killing 
one trader. Hundreds of the notes were 
torn to pieces by angry troops and flung 
into the streets. 

“Every day, soldiers harass and disturb 
us,” said market vendor Say Nary. “The 
50-riel notes are worthless [to us]. We have 
to buy our goods in Thai baht or gold. We 
have no idea how to help the soldiers,” she 
added. 

Farmers continue to harvest in pockets 
of usable land surrounded by minefields 
marked with red signs bearing skulls and 
written warnings. UN-funded de-mining 
teams drive by in land cruisers, while sol- 
diers lay new mines. More mines are laid 
than are being picked up these days. 

Along Route 6, Cambodia’s biggest 
highway in the north, dozens of check- 
points manned by armed soldiers, who 
demand goods and money from all who 
pass. The UN and many other aid agencies 
have banned personnel from travelling on 
the worst stretches of the highway. Angry 
soldiers stopped two journalists on Janu- 
ary 6 in Siem Reap province and de- 
manded cameras and money at gunpoint. 
“If we don’t get any money then what is 
the point of working here at all,” one of 
them shouted. Many of his comrades obvi- 
ously had come to the same conclusion: 
armed soldiers emerged from the brush 
dozens of times along isolated stretches of 
the province’s main highways at the sight 
of an oncoming car to demand valuables. m 
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Test of 
Strength 


Cambodia is no longer communist, but 
the old Leninist adage, "talk while you 
fight/" is still in practice. Government 
forces are poised to launch a major 
military offensive against Khmer 
Rouge strongholds ahead of planned 
peace negotiations which were in- 
tended to discuss how to include the 
guerilla faction in the country's govern- 
ing apparatus. In recent weeks, the two 
sides have been gearing up for what 
could be some of the heaviest fighting 
since the Vietnamese withdrawal in 
late 1989. 

The government hopes to concen- 
trate its forces initially on Anlong Veng, 
the northern Khmer Rouge headquar- 
ters under the command of Gen. Ta 
Mok. A second target is Pailin, the gue- 
rilla faction's official headquarters. 

Planning for the military campaign 


Dry-Season Offensive 
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[ % Government targets 


is taking place only weeks after the gov- 
ernment and Khmer Rouge formed a 
committee to hammer out details for the 
integration of the guerillas into the gov- 
ernment and the army. Both camps 
agree the committee will remain dor- 
mant should fighting escalate in the 
coming months. 

The military push — expected to be- 
gin this month — is seen by both sides 
as a way of testing the other before the 
so-called peace talks get under way. 
“No negotiation is successful at the ne- 
gotiating table alone,” one Khmer 
Rouge official said. “What we get de- 
pends on the fighting. Of course we 
want the maximum, but that will de- 
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pend on “whether we can defend our- 
selves.” 

Another Khmer Rouge source ac- 
knowledged that the faction may not be 
able to hold Pailin or Anlong Veng in 
the face of a well-organised government 
attack. The powerful one-legged field 
commander, Ta Mok, has already effec- 
tively abandoned Anlong Veng, the 
command headquarters for Khmer 
Rouge forces responsible for all of 
northern and eastern Cambodia. He is 
said to control at least 3,000 regular 
troops, in addition to militia. 

“The government will fight, and we 
will defend the territory but not at any 
cost. We may lose some areas during 
the dry season but we will take it back 
in the rainy season. At the end we will 
come out on top,” the source said. 

Ta Mok is now establishing a more 
secure headquarters on the Thai border 
where Thailand, Laos and Cambodia 
meet. It is from here that both Khmer 
Rouge and government sources say he 
intends to launch an attack to seize the 
remote northern province of Preah 
Vihear, including its capital. 

In an interview on January 7, Preah 
Vihear provincial governor and military 
commander Gen. Mean Sarin said his 
province was under daily attack by the 
Khmer Rouge. He said 500-600 Khmer 
Rouge troops have surrounded the dis- 
trict town of Choam Ksan, cut all roads 
and are “attacking us every day.” 

Preah Vihear is now cut off from 
government access by land and 300 sol- 
diers are urgently trying to open up a 
heavily mined road from the adjoining 
province of Kompong Thom. “If we 
cannot open up the road, we will lose 
Preah Vihear in a month,” said Gen. 
Toan Chhay, the governor of Siem Reap 
province and military commander of 
the 4th Military Region, which contains 
the key northern provinces of Kompong 
Thom, Preah Vihear, Siem Reap and 
parts of Oddar Meanchey. 

On the political battlefield, the two 
sides still have far to go before the spec- 
tre of civil war can finally be laid to rest. 
The government has demanded the 
Khmer Rouge agree to three points be- 
fore being given a role in the new gov- 
ernment: an immediate cease-fire; the 
dismantling of their armed forces; and 
the relinquishing of their territory to the 
national government. In addition, the 
government has said the Khmer Rouge 
must agree to an immediate cease-fire 
before other issues can be discussed. 
The Khmer Rouge have rejected this, 
saying all the issues should be 
addressed simultaneously. 


m Nate Thayer 
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DIPLOMACY 


Uneasy 


Friendship 


Thai premier mends 
Fences with Cambodia 


By Gordon Fairclough in Bangkok 


matic theatre: Thai Prime Minister 

Chuan Leekpai and his Cambodian 
counterparts, Prince Norodom Ranariddh 
and Hun Sen, snipping a ribbon to mark 
the official opening of a Cambodian high- 
way rebuilt by Thai army engineers. 

But just off stage, thousands of police 
and soldiers armed with heavy weapons 


| i t seemed an unremarkable act of diplo- 


| and tanks were deployed to protect the 





three premiers and other assembled digni- 
taries from a Khmer Rouge attack. A day 
earlier, the guerilla group had traded artil- 
lery and mortar fire with Phnom Penh gov- 
ernment forces in the area. 

The January 13 ceremony went off with- 
out a hitch. But the continued fighting un- 
derlined what many observers see as a gap 
between Thailand's official policy of sup- 
port for Cambodia's newly elected govern- 


| ment and the confused reality along the 


Thai-Cambodian border. 
For years, Thailand served as the princi- 
pal conduit of covert military assistance to 


| the Khmer Rouge and others battling the 


Vietnamese-installed regime of Hun Sen. 
And Cambodian officials accuse the Thai 


| military of continuing to supply the Khmer 


Rouge with weapons and ammunition. 
The Thai Government has vehemently 
denied the charge. And a key goal of 
Chuan's three-day trip — the first official 
visit to Cambodia by a Thai prime minister 
— was to ease mounting tensions over the 


| allegations, the main irritant in bilateral re- 





lations. 

Just hours before Chuan's arrival in 
Phnom Penh, Sieng Lapresse, the spokes- 
man for Cambodia's Information Ministry, 
lashed out at “bad seeds" in the Thai mili- 
tary, who he said support "the Khmer 
Rouge against Thai policy." 

Even so, the formal talks seem to have 


| largely sidestepped the issue. A joint com- 
| munique refers only to Thailand's "firm 


and continuing support for the peace pro- 


| cess" and notes both sides' concern about 


criminal and illegal activities by armed 
individuals and groups on and along the 
Thaj-Cambodian border." 

The accusations of continued aid to the 
Khmer Rouge are especially embarrassing 
for the Thais because they raise questions 
about the ability of the central government 
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and army headquarters to control local 
commanders. “The Thai army as a state 
mechanism will always adhere to Thai 
Government policy," Gen. Wimol Wong- 


wanich, the army commander, asserted in 


the wake of Chuan's trip. 

Nevertheless, doubts persist. Last 
month Thai police intercepted five tonnes 
of arms destined for the Cambodian bor- 
der that had come from an arsenal under 
Thai army control. One of the men arrested 
said he was a Khmer Rouge fighter and 
that the guns were destined for the gueril- 
las’ Pailin headquarters. The weapons, de- 
livered by China eight years ago for use by 
Cambodian guerillas, were from a stock- 

- pile in eastern Chantaburi province. 

Chuan's other main concern during the 
visit was to stem growing resentment of 
what many Cambodians see as profiteering 
by Thai investors in Cambodia. Cambo- 
dian Finance Minister Sam Rainsy has 
characterised some Thai business execu- 
tives as “cowboys,” and says the Phnom 
Penh government will review contracts it 
feels were concluded by corrupt officials of 
the previous regime. 


pA 





Khmer view of Thai-owned business. 


Chuan cautioned Thai participants at a 
seminar on investing in Cambodia that "in- 
vestment should be based on mutual inter- 
est with no exploitation" and should be 
designed to "ensure sustainable develop- 
ment and joint prosperity." More than 50 
Thai business executives accompanied the 
Thai prime minister to Cambodia and at- 
tended the seminar, organised by the Thai 
Board of Investment. x 

In an effort to further ease tensions ẹnd 
prevent future misunderstandings, Thai- 
land and Cambodia agreed to establish a 
joint commission for bilateral cooperation. 
It is certain to have plenty of work tp do. m 
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BURMA 


Divide and 
Rule 


Peace treaties marginalise 
democracy groups 





By Bertil Lintner in Chiang Mai 


semblance of peace may be return- 
Ae: to Burma after years of civil 

war, but it is increasingly apparent 
that the chief beneficiary of the cessation in 
hostilities will be the ruling military junta 
in Rangoon rather than the ethnic rebels it 
has been battling. 

In October last year, Burma’s biggest 
ethnic rebel group, the Kachin Inde- 
pendence Army, made peace with the 
junta, or State Law and Order Restoration 
Council (Slorc), and now the Karens, the 
Mons and the Karennis along the Thai 
border have begun talks with the central 
government. 

The junta has benefited from being able 
to negotiate separate peace treaties with 
each rebel group, a process that also re- 
sulted in the increasing marginalisation of 
Burman pro-democracy groups who 
sought refuge in rebel strongholds. While 
the patchwork peace process will probably 
result in a cessation of hostilities for the 
time being, analysts say fundamental dif- 
ferences between the Slorc and the rebels 
must still be resolved before any long-term 
solution can be reached. 

"There's a fundamental difference be- 
tween the Slorc's perception of how to 
solve the ethnic issue and what the minori- 
ties themselves have been demanding 
throughout the years of civil war,” a Ran- 
goon-based analyst told the REVIEW. “The 
minorities and their Burma allies in the DAB 
[Democratic Alliance of Burma] are basic- 
ally advocating a modified version of the 
federal system that existed before [the first 
military coup in] 1962. 

The Slorc, on the other hand, wants a 
system similar to China's — let the 
minorities do what they want within their 
respective areas as long as they don't 
interfere with national politics. Bring them 
to the capital dressed up in their colourful 
costumes to attend conventions and con- 
gresses, but don't let them have a say in 
the running of the country as a whole." 

Rangoon's actions so far lend credence 
to this analysis. When the first talks were 
held with the Kachins in the border town 
of Panghsai near China in late 1991, the 
government representative, Col. Kyaw 
Thein of the powerful intelligence appara- 
tus, stated clearly that he wanted a sepa- 
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rate deal with the Kachins only. He also 
referred to the Burman members of the DAB 
— various pro-democracy groups, student 
organisations and an association of dissi- 
dent Buddhist monks — as “a nuisance,” 
indicating that they would not be part of 
the peace plan. 

“It’s the pro-democracy movement that 
is the main enemy. The strategy is to neu- 
tralise the ethnic groups in order to elimi- 
nate what's left of the Burman opposition,” 
another analyst in Bangkok said. 

If that is indeed the government's goal, 
it is succeeding. Since late 1990, the Karen 
headquarters at Manerplaw has also been 
the main base not only for dissident stu- 
dents, but also for fugitive MPs, who were 
elected in May of that year but prevented 
from assuming office, as well as numerous 
activists from what was Burma's main pro- 
democracy party, the National League for 
Democracy. 

A number of recent events have 
effectively separated the Burman opposi- 
tion from the ethnic rebels at Manerplaw. 
The current peace talks — which the 
Burman dissidents are opposing — are 
only one example. In September last year, 
five leading Burman activists left 
Manerplaw to travel to the United States 
to lobby at the United Nations. They have 
been barred from entering Thailand by se- 
curity authorities in Bangkok, whose con- 
nivance they would 
need to return to 


Manerplaw. 
Thai participation 
in brokering the 


peace talks is evident 
also in the pressure 
that has been placed 
on the ethnic rebels to 
negotiate with Ran- 
goon. The Mons were 
the first group along 
the Thai border to 
strike a deal with the 
Slorc in late Decem- 
ber. The Karennis, 
who are closely related to the Karens, met 
government representatives in their area in 
early January. A meeting in the border 
areas also reportedly took place at about 
the same time between the Karen rebel 
leader, Gen. Bo Mya, and Lieut.-Col. Thein 
Swe, the Burmese defence attache in Bang- 
kok. 

Originally, the DAB's stated policy was 
not to talk to Rangoon's representatives 
individually but to insist on a political set- 
tlement that included the entire front. Un- 
der Thai pressure, this policy now appears 
to have been abandoned. "But even worse 
is that the ethnic groups lack any kind of 
coordination. They're entering into these 
talks just to see what the Slorc has to offer, 
not with a comprehensive, coordinated 
agenda," a source close to the ethnic rebels 
said. " 





Karen leader Bo 
Mya: peace talks. 
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John S. Aird, a specialist on the population of China at the U.S. 
Bureau of the Census from 1957 to 1985, is author of Slaughter 
of the Innocents: Coercive Birth Control in China (Washington: 
American Enterprise Institute). 


The Force Be With You 


hen China’s Ministry for Public 
W Health first announced a “Draft 

Law on Eugenics and Health 
Protection” calling for the use of abortion 
and sterilization to “avoid new births of 
inferior quality people and heighten the 
standards of the whole population,” there 
was a flurry of denunciations in the rest of 
the world. A week later the ministry re- 
acted by saying that its eugenics policies 
were “totally different” from those prac- 
tised by Adolf Hitler and announced that 
the preferred English translation was now 
“Draft Natal and Health Care Law.” And 
with this retreat into euphemism virtually 
all outside criticism has been stilled. 

As someone who has long followed 
China’s population programme, I have al- 
ways been puzzled by the reluctance of 
outside groups to take China to task for 
the violations of this the most private and 
fundamental of personal rights. In the past, 
those who preferred to look the other way 
could say the evidence was unclear, but 
that is no longer the case. Last April, the 
chief of China’s State Family Planning 
Commission, Peng Peiyun, revealed that 
China had suddenly met in 1992 popula- 
tion targets not considered attainable until 
well past the turn of the century. The New 
York Times reported the figures in conjunc- 
tion with a story focusing on the attendant 
upsurge in coercion. Peng herself attributes 
the sudden drop in fertility to “strength- 
ened leadership” and the “mobilisation” of 
the whole society — which in Chinese po- 
litical jargon means using all powers at 


their disposal to make local leaders pay for . 


any failure to attain Beijing's targets. 

This is not the first time a crackdown 
has paid off. In 1979 harsh enforcement of 
the one-child limit reduced China's total 
fertility rate (the number of children the 
average woman will have over her life- 
time) to 2.24 in 1980. The previous peak in 
coercion was reached in 1983, when surgi- 
cal teams roamed the Chinese countryside 
under orders to insert IUDs in women with 
one child, sterilize couples with two or 

, more children (nearly 21 million people 
were sterilized) and abort unauthorised 
pregnancies, all of which brought the total 
fertility rate to 2.20 by 1985. Based on the 
1992 figures, the Times reported that the 
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total fertility rate is now between 1.8 and 
1.9 — well below the replacement rate of 
24. 

Despite the overwhelming evidence of 
coercion and brutality, many of the lead- 
ing international family-planning agencies 
have turned a blind eye. In 1979 the UN 
Population Fund (UNFPA) negotiated the 
first of three five-year programmes of as- 
sistance to China's population activities, 
ignoring evidence of coercion. In 1983 a 
UN committee advised by the then-UNFPA 
director gave its first two population 
awards to Indira Gandhi, whose govern- 
ment had fallen several years before partly 
because of its support for a coercive sterili- 
zation drive in 1976-77, and to Qian 





É How ironic that 
the same 
population groups- 
that never noticed 
China's coercion in 
the past today 
claim to exert a 
"moderating" 
influence on it 3 





Xinzhong, who directed the 1983 crack- 
down. Until 1993 UNFPA officials stead- 
fastly denied the Chinese programme was 
coercive, although in the spring of 1983 I 
had sent them a stack of evidence from my 
files leaving no doubt that it was. 

Other agencies promoting family plan- 
ning parroted the same line. In 1983, the 
International Planned Parenthood Federa- 
tion welcomed the Chinese Family Asso- 
ciation into full membership in the Federa- 
tion and decided against endorsing a 
strong human-rights report prepared by 
one of its working groups. The federation 
has since given more than US$8 million in 
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financial and technical assistance to its Chi- 
nese affiliate. In 1984 the Population Insti- 
tute expressed approval for coercion “in 
the near future" for countries that failed to 
promote voluntary programmes in time; its 
director insisted the Chinese programme 
was not coercive. Some demographers also 
tried to hide the fact. One centre produced 
a monograph on the Chinese programme 
that did not mention coercion. Asked to 
review the draft, I pointed out the omis- 
sion and supplied copies of sources from . 
China for them to cite. But the published 
version still avoided the subject. 


cive tactics at an international popula- 

tion conference in Manila attended for 
the first time by demographers from China, 
many in the audience were outraged. The 
next year a leading family-planning advo- 
cate attempted (unsuccessfully) to prevent 
the publication of my Manila paper. A de- 
mographer tried (again unsuccessfully) to 
discourage the publication in 1990 of my 
monograph on coercion in the Chinese 
family-planning programme. 

Now that the coercion in the Chinese 
programme can no longer be concealed or 
denied, both the UNFPA and the Interna- 
tional Planned Parenthood Federation ar- 
gue that their assistance to the programme 
does not relate directly to its coercive as- 
pects and, paradoxically, makes the pro- 
gramme less coercive. How ironic that two 
groups that never noticed coercion in the 
past now claim to exert a “moderating” 
influence on it! In any case, both obviously 
intend to continue their support, which the 
Chinese Government cites as proof that the 
whole world approves of their programme. 
No wonder the Chinese authorities felt free 
to launch a new escalation of coercive 
measures in the 1990s. 

Meanwhile, the Clinton administration 
still plans to give the UNFPA US$40 million 
for 1994 if it promises that no U.S. monies 
will go to China, reversing the policy of 
the,previous two years administrations, 
whigh withheld funding from the UNFPA 
because of its support for a clearly coercive 
family-planning programme. We know 
what signals the Chinese are sending. But 
what s$gnals are we sending? m 


i n 1981, when I questioned China’s coer- 
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VIETNAM 


A constant flow of good 
information is essential. 





"Opportunities 
can stare you 


PX in the face 


^h 


224) one day...and 


4 blow up in your 


j 


2| face the next.” 


Vietnam today represents one of the most exciting business 
opportunities of the decade. Many talk of it being more promising 
than China. None talk of it as being easy. True to form, the Far 
Eastern Economic Review recognised the potential 
early and is the only international publication with f= 

a permanently manned bureau in Vietnam. A constant 

flow of invaluable information is now generated 

through the knowledge and intimate contacts ¿of 

Review correspondents. This often vital information 

on Vietnam is unavailable through any other sources, 





Dirty Laundry in Delhi 





The Last Burden by Upamanyu Chatterjee. 
Faber and Faber, London. £14.99. 

Forget happy families. The three gen- 
erations that Upamanyu Chatterjee draws 
under one roof in this uncomfortable por- 
trait of an urban Indian household seem to 
be bound to each other as much by bile as 
by blood. A spiteful father, a whining 
mother, a selfish elder son with his equally 
selfish wife and brattish boys. No wonder 
Jamun, the second son, chooses to live far 
away and remain single. 

But when his mother falls deathly ill, 
Jamun returns, to be sucked back immedi- 
ately into the bickering and bitter world 
that has soured his adolescence. Chatterjee 
is unrelenting. He allows neither his char- 
acters nor his readers much breathing 
space between each bout. Everything can 
provoke an argument, even tears or the 
slamming of a door. The only silence is that 
of a sulk. 

Perhaps that is why the rare glimmers 
of tenderness, even of affection, are all the 
more poignant — Jamun toying with his 
mother’s earrings when she is under the 
CAT scan; his father, laid helpless by a 
stroke, watching his adult sons spar like 
boys as they attempt to lift his paralysed 
leg. Characteristically grotesque they may 
be, but these are the images that make this 








Satire in Seoul 


Peace Under Heaven by Ch’ae Man-Sik. 
Translated by Chun Kyung-Ja. M. E. 
Sharpe, New York and London. US$35. 


This translation of a pre-World War II 
Korean novel offers a treasure trove of 
satire and social criticism of life in Korea 
under Japanese colonial rule. 

Peopled with characters whose der- 
elict values, personal foibles and eccen- 
tricities dance between outrage and 
mirth, Peace Under Heaven turns the 
world of pre-war Korea upside down. In 
doing so, it pierces the veils of nostalgia 
and victimisation characteristic of most 
narratives of life under Japanese rule in 
Korea. Set in 1937, the novel offers com- 
ments on traditional Korean values, the 
turmoil of emerging urban modernity 
and the political injustice and moral 
irony of colonial life. d 

The novel is propelled by its main 
character, the loathsome Yun Tusop, and 
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book as much a study of love as of hate. 
Time and again, the characters ponder the 
question of family love: is it something in- 
stinctive, a cast-iron umbilical cord from 
which we never escape? Do we act cruelly 
to our own kin because it is only among 
them that we are truly at ease? 

But there is plenty of humour here. 
With a sharp eye for nasty habits and 
physical peculiarities, Chatterjee summons 
a supporting cast of greedy doctors, inter- 
fering neighbours and scrounging servants, 
most of them amusing in their awfulness. 

While Jamun and his family wade knee- 
deep through vitriol, the 
reader often has to strug- 
gle through prose thick 
with obscure words. His 
characters don't whine, 
they pule; they don't 
speak, they discourse. His 
aim may be to double his 
readers' vocabulary, like 
one of his own characters 
whom he describes as 
writing cultivated Marathi 
“as one who aspires to 
polish his reader’s knowl- 
edge of the language.” This 
is particularly intrusive in 
dialogue. What woman 
summons her husband in 


by an ever-expanding portrait of his fam- 
ily, who are the victims of Yun's pre- 
occupations with wealth, status and 
pleasure. Yun is a fabulously rich absen- 
tee landlord who profits from the coer- 
cive stability of Japanese rule. When not 
worrying about money, his main con- 
cerns are his health (exercise, Chinese 
elixirs and daily draughts of the “steam- 
ing urine of new-born babies”), the se- 
duction of a child and the promotion of 
his dissolute grandsons to high office in 
the colonial bureaucracy. 

Yun’s relations include non-scholars 
who purchase pretentious titles, widows 
(or women with absent husbands), a 
half-wit son of a concubine, scheming 
retainers and pimps-in-waiting. This is 
not a family of rigorous Confucian 
propriety, political valour or artistic 
attainment. Yun engages in usury, be- 
rates his tenants, rails against colonial 
tenant laws and the cost of promoting 
his grandsons. His wretched dependents 
bemoan their fate, engage each other in 
vitriolic verbal battles and scheme to 


FAR EASTERN ECONOMIC REVIEW 








from the rain with the words: “I feared 
you'd still be outside, thrilling to the thun- 
derstorm . . . this rain can be so perfidious 

19 

The conflict between generations may 
be universal, but there is much in this novel 
that is specific to India, and in particular to 
the urban middle classes. Zipping around 
in their Maruti cars, the young generation 
chafes at what they consider the lower- 
middle-class aspirations of their elders. The 
elders in turn despise their children’s pre- 
tensions of sophistication, their worship of 
things foreign and their lax morals. 

The beachside suburb where the family 
lives is depicted as a grim outpost of mod- 
est affluence surrounded by the shacks of 
impoverished fishermen. The house itself, 
the source of much pride to the elderly 
couple who worked all their lives to pay 
for it, is almost like a prison to them now. 
To the sons, it is a further 
cause of embarrassment, 
with its hideous iron grilles 
and the doorbell that 
chimes Jingle Bells. 

Despite the author’s wit 
and humorous prose, the 
nastiness of it all soon be- 
gins to wear. The reader 
may close the book with 
the same sense of relief as 
slamming the door behind 
a house full of quarrel- 
some, rowdy acquaint- 
ances. W Theresa Munford 


Theresa Munford is a writer 
based in London. 


defraud Yun. 

Seoul, the backdrop for the novel, is 
portrayed as a city of cinemas, popular 
song festivals, red-light districts, tan'pung 
cigarettes, rickshaws, streetcars and bus 
girls. The newfangled radio and gramo- 
phone are important symbols of the lei- 
sure-class lifestyle. And a cynical capital- 
ism, an obsession with cost and return, 
and the bartering of things and people 
prevail. 

This would be a source of depression 
if it were not for Ch'ae's brilliant prose, 
his humour, his poignancy. Ch'ae honed 
his observational skills as a reporter in 
the 1920s. Chun Kyung-Ja’s translation is 
meticulous, no small feat for a work that 
hinges on risque dialogue and is pep- 
pered with 60-year-old references. 

This bold, insightful and honest tale 
is a must read for those who can laugh 
at the human condition. 

| m Michael Robinson 


Michael Robinson teaches history at the Uni- 
versity of Southern California. 
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On Thin Ice 


The Final Martyrs by Shusaku Endo. 
Translated by Van C. Gessel. Peter Owen, 
London. £14.99. 


The publication of a fiction collection by 
Shusaku Endo, widely regarded as the 
leading contemporary Japanese novelist, is 
always a literary event. This book of short 
stories is no exception. 

Published in Japanese between 1959 
and 1985, and translated into English by 
Van Gessel, the stories in The Final Martyrs 
are a mirror of Endo's pre-occupations 
over the years: the legacy of the Roman 
Catholic tradition in Japan, sin and re- 
demption, betrayal and salvation, imposed 
and living faith. Yet because many of the 
stories are also shadows of novels to come, 
they have a strong sense of unity. As Endo 
says in his preface, "Over the years I have 
forged familial ties with these characters, 
who are reflections of portions of myself." 

In the title story the action focuses on a 
fat weakling in a Roman Catholic recusant 
community near Nagasaki. The commu- 
nity is undergoing the Christian per- 
secutions of the mid-19th century. The 
boy's apostasy under threat of torture is 
contrasted to the heroic sufferings of his 
adolescent peers. Yet no easy conclusion is 
drawn. Endo's researches into the past re- 
veal sympathy for the lost, for the almost 
(but not quite) apostate. It is a touching 
theme that recurs throughout the book: 
how to maintain one's faith in the face of 
inhuman cruelty and human weakness. 
Endo's characters, from the fallen priest in 
Shadows to the tourist in Japanese in Warsaw 
who encounters a Polish prostitute bearing 
à photo of a martyred missionary he knew 
in Nagasaki, all bear witness to Endo's cen- 
tral obsession with betrayal. 

And with childhood. For the decisions 
that bear on the characters in Endo's world 
are made either in childhood or adoles- 
cence, in circumstances that revolve 
around warring parents, divorce or the bit- 
ter-sweet cold of Manchurian winters. 
Even the stories of his brother's near death 
in A Fifty-year-old Man and the exhumation 
of his mother's bones in Heading Home hark 
back to the shared pain of boyhood. There 
is an admirable simplicity to Endo's writ- 
ing which enables him to merge the story 
of his parents' separation with descriptions 
of Dalian and the Sino-Japanese war, the 
story of popular music in Japan with an 
older man's indulgence of a scrawny mon- 
grel — just because a stray dog was his 
only companion as a boy. 

If anything characterises Endo's mas- 
tery as a storyteller, it is his elegant de- 
tachment. A story such as Shadows, ad- 
dressed in the form of a letter to the Span- 
ish Catholic confessor of his mother and 
moral educator of his childhood (whose 
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. 
teachings went rather wide of the mark), 
could hate been merely salacjous. The 
priest eventually “falls” by taking a mis- 
tress near the day he is to officiate at the 
narrator’s wedding ceremony. He never 
again works as a priest; he marries and 
has children instead. 

Yet by making this a reason for self- 
exploration, for contemplating the “unex- 
pected perils and danger spots that like 
thin ice lurk within such strength,” the 
story gives more food for thought on hu- 
man frailty than many a nuclear-age, 
postmodernist novel. The author of Life of 
Jesus in A Sixty-year-old 
Man is tempted by the 
idea of ravishing a flirta- 
tious girl; in Life, the 
lonely boy in Dalian of- 
fers his harmonica to a 
doomed Japanese soldier, 
then betrays a Manchu- 
rian houseboy to spite his 
mother. Both, Endo sug- 
gests, are sides of the 
same coin. It is a tribute 
to his genius that he 
makes us see it. 

m David Clive Price 


ELEANOR 


David Clive Price is a writer 
based in Hong Kong. 





China Wudunit 


Deception: A Novel of Murder and Madness 
in T'ang China by Eleanor Cooney and 
Daniel Altieri. William Morrow, New York. 
US$22. 

The political landscape of China in the 
second half of the seventh century was 
dominated by a low-ranking imperial con- 
cubine who rose to become the first and 
only female sovereign in that country’s his- 
tory. Wu Tse-t'ien (624-705), having dis- 
posed of her rivals by murder, forced sui- 
cide or exile, took over the reins of govern- 
ment from her ailing husband, Emperor 
Kaotsung, in 661. Following Kaotsung’s 
death, and after dethroning his sons, she 
proclaimed a new dynasty and ruled in her 
own name for 15 years. 

To lend legitimacy to her reign, Em- 
press Wu made deft use of a growing so- 
cial force — Buddhism. With imperial sup- 
port, temples and monasteries were 
founded in great numbers, all dedicated to 
propagating the cult of Wu as an incarna- 
tion of the Buddhist Messiah. At the centre 
of this hype was a sinister monk, Hsueh 
Huai-i, who orchestrated Wu’s,deification 
and was China’s own Rasputin. 

In the shadows hovered the figure of 
Magistrate Ti Jen-chieh, an honest Confu- 
cian official who ended his illustrious ca- 


FAR EASTERN ECONOMIC REVIEW 


1d Mad in I 


DANIEI 


EA 





reer as one of the highest ministers in the 
land, and who is credited with restoring 
the Tang dynasty in 705. 

So much for history. As the backdrop 
for a tale of murder and shenanigans in 
high places, this period could hardly be 
bettered. Daniel Altieri, described on the 
book jacket as an Orientalist, and Eleanor 
Cooney, an artist, have already produced a 
work of “faction,” The Court of the Lion 
(1989). Here, in Deception, is the same blend 
of history and imagination applied to an- 
other chunk of the Chinese past. 

The plot has two strands that come to- 
gether in the end, though 
not without some contriv- 
ance. One concerns the as- 
cendancy of Wu, the other 
is about Magistrate Ti's in- 
vestigations into a miscar- 
riage of justice, wherein a 
humble gardener is 
wrongfully executed for 
the murder of the trans- 
port minister of Yang- 
chou. The unravelling of 
this mystery takes Ti 20 
years. The magistrate 
here, like the scholarly de- 
tective — Judge Dee — 
created by author and si- 
nologist Robert Van 
Gulik, is an extrapolation 
from history and an inveterate sleuth. 

Magistrate Ti /Dee, convinced that there 
has been a cover-up, slips in and out of 
disguises to ferret out the truth. But the 
more he learns, the less he knows. How, 
for example, did the transport minister ac- 
quire the erotic Indian temple carvings 
found in his office? And what induced the 
murder victim to adopt 37 daughters? 

It becomes apparent to Ti as the bodies 
mount up that the murders have to do with 
rottenness at the centre of power. This 
novel is at its most gripping when describ- 
ing Ti's realisation that he inhabits a world 
in which criminals and madmen go about 
their business as though it were common- 
place. 

Not quite fitting into the format of a 
whodunit is another theme: the battle be- 
tween Buddhism and Confucianism for the 
hearts and minds of the Chinese populace, 
in which charlatans and imposters grow 
rich by exploiting naive believers. 

Of course, Empress Wu's obsession 
with Buddhist symbolism and magic gives 
the authors ample opportunity to indulge 
in artistic fantasy. There is a bizarre scene 
of a disembodied voice pronouncing the 
empress to be a male entity occupying a 
female body. It is in such passages that the 
narrative reads like a filmscript, where one 
is tegnpted to press the "fast forward" but- 
-ton. m May Holdsworth 
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May Holdsworth is a writer based in Hong 
Kong. e 
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COMPANIES 


British-run Swire Pacific had its roots in China. Now it’s returning 
to that market in a big way as its operating base, Hong Kong, 


prepares for mainland rule. 


By Mark Clifford in Hong Kong 
ozens of ageing photographs adorn 
the walls of Swire Pacific's execu- 


D tive offices in Hong Kong. Staring 


sternly from their frames are the faces of 
the British businessmen who have led the 
company since it was founded in Shanghai 
over a century ago. In the reception area 
stands an antique bronze sugar cuber, an- 
other symbol of the company's long his- 
tory in these parts. 

It is almost as if little had changed in 
the 100 or so intervening years. Beneath 
the surface calm, however, the currents of 
past and future are tugging at Swire. 

One of the few colonial-era Hong Kong 
companies, or hongs, that remains in Bri- 
tish ownership, it is now among Asia’s big- 
gest trading, property and aviation On- 


cerns. Yet, precisely because of its pedigree, 


the return of Hong Kong to Chinese sover- 
eignty in 1997 poses particular challenges: 
Can Swire prosper under Beijing'seule? 
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The company is doing much to ensure 
that it can. It has developed a strong rela- 
tionship, in several areas, with China Inter- 
national Trust & Investment Corp. (Citic), 
Beijng's main investment arm. And it's 
busy de-emphasising its colónial past. One 
sign: Swire subsidiary Cathay Pacific Air- 
ways is painting out the Union Jack on the 








Sutch: looking for counterweights. 


FAR EASTERN ECONOMIC REVIEW 


*" BacktoChina “` >- 


dNOWD 3HIMS 3H. 


VEREEEEENERRANTE 


/ 


tail-fins of its aircraft. If the mostly British 
graduates whom Swire recruits need fur- 
ther hints as to future directions, they can 
look to their chairman, Peter Sutch. He's 
studying Chinese. 

All the same, Swire has been slow to 
return across the border to pursue oppor- 
tunities in fast-growing China — until 
now. In the past couple of months, the 
company has announced a flurry of moves, 
among them a major advance into China's 
consumer market. Besides positioning 
Swire as a blue-chip China play, the moves 
show Sutch and his colleagues are seeking 
counterweights to the more cyclical prop- 
erty and aviation businesses. Among the 
recent announcements: 
> In November, Swire's privately owned 
parent, London-based John Swire & Sons, 
reopened in Shanghai after a 30-year ab- 
sence. 
> In the same month, Swire paid HK$308 
million (US$40 million) for 2596 of a con- 
tainer-terminal operator in Shekou, near 
Hong Kong. 
> In December, Swire bought a control- 
ling interest in BC Development, a major 
bottler in China for American drinks giant 
Coca-Cola. 
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Besides these, Swire is involved in sell- 
ing Volvo cars in China and making snack 
foods. But it is the Coke-bottling venture 
which stands out as having the greatest 
potential for rapid profit growth. As an es- 
tablished Coke bottler in Hong Kong, 
Swire knows the business (it's also just 
taken control of Coke's bottler in Taiwan). 
Well-run bottling operations typically earn 
annual returns of 20-30% on equity, with 
operating margins of around 15%. 

Sutch expresses hope that the Coke 
business ^will be one that grows fairly 
quickly and helps to counterbalance to 
some degree the dominance of property 
and aviation within the Swire Pacific port- 
folio." 

BC Development has bottling plants in 
Nanjing, Guangzhou and Hangzhou. It, 
too, is a Swire-Citic partnership. Swire's 
latest investment (it hasn't revealed how 
much it paid) takes its interest in the com- 
pany to 55% from 30%, while reducing 
Citic's to 15% from 40%. 

Over the next five years, Swire plans to 
invest US$100 million in its China bottling 
operations. This expansion will include a 
fourth bottling plant, to be set up in Xian. 
"This is part of our overall strategy, to 
build and rebuild substantial businesses in 
China,” says Jim Conybeare, managing di- 
rector of Swire Pacific's industries division, 
which includes the bottling operations. 

Swire's investment also reflects Coca- 
Cola's selection of the company as one of 
its two leading bottlers in China (the other 
is Robert Kuok's Hong Kong-based Kerry 
Group). Coca-Cola expects that, together, 
it and its bottlers will invest US$400 mil- 
lion in China over the four years to end- 
1996. During that time, Coca-Cola hopes to 
establish 10 new bottling plants, bringing 
its China total to 23. 

Bottler and drinks maker have a long 
history together. Swire owns one of Coca- 
Cola's regional bottlers in the United 
States, besides controlling its bottling op- 
erations in Hong Kong and Taiwan. In the 
latter case, Swire's commanding role is 
again the product of recent investment: the 
company paid US$22 million in late De- 
cember for 49% of the Taiwan operation, 
raising its interest to 63.7%. It and Coca- 
Cola now have a combined 98%. 

Swire now hopes to stem the bottler's 
losses. The acquisition of control, accord- 
ing to Conybeare, will also allow Swire to 
respond more quickly to a market which 
has started to wrinkle its nose at sweet 
fizzy drinks like Coke in favour of juices, 
teas and coffees. Swire's plans for the ven- 
ture include making Coca-Cola's non-car- 
bonated drinks, such as Hi-C juices, as well 
as Nestea and Nescafe, which Coca-Cola 
markets in a joint venture with Nestle. 

For now, the Coke ventures in both Tai- 
wan and China represent small change for 
Swire. While Coke sales account for more 
than 80% of the industries division, trad- 
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ing and industries currently contribute lit- 
tle more'tflan 7% of operating profits; avia- 
tion contributes 55%, property 34%. 
Conybeare, like Sutch, nonetheless believes 
that in the long term, bottling will become 
"another obvious core business" for Swire. 

In the meantime, Swire has been bol- 
stering its ties with Citic, which has stakes 
in several Swire businesses (see chart). The 
most prominent of these are shareholdings 
in Cathay Pacific and Dragon Airlines and 
in a large Hong Kong property develop- 
ment. 

Swire also recently sold to Citic Pacific 
(a Citic subsidiary) an indirect 10% share- 
holding in Hong Kong Air Cargo Termi- 
nals. The company has a monopoly on bag- 
gage handling at Hong Kong's Kai Tak 
Airport and is trying to secure a similar 
franchise at the colony's new airport, now 
under construction at Chek Lap Kok. 

Aviation and property have been 
Swire's biggest earners for decades. But 
property earnings, especially in Hong 
Kong, are volatile while aviation the world 
over is facing hard time. Cathay, however, 
has also suffered the impact of high infla- 
tion in Hong Kong and a damaging flight 
attendants' strike a year ago (see accom- 
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panying story). Analysts at Lehman Bros.. 
thers predict a 15% drop in Swire's pre-tax 
profits, thanks largely to a forecast 30% 
earnings drop at Cathay. 

Against this background, Swire might 
perhaps have been expected to show more 
urgency in building businesses in China. 
But Sutch, aged 48, who became chairman 
two years ago, vows not to rush — even 
though he makes it equally clear he wants 
Swire to build a substantial mainland pres- 
ence by the end of the decade. . 

"We are in no huge hurry," he says. 
^We are long-term investors rather than 
traders in assets. If we are going back for 
another 100 years, whether we go today or 
tomorrow is not hugely relevant.” 

Sutch confirms that, as one of Hong 
Kong’s most successful developers, Swire 
is eyeing the Chinese property sector. "We 
are in no concrete discussion at all, [but] 
we continue to look for opportunities,” he 
says. “Prices have been a bit frothy over 
the past couple of years,” he notes, adding: 
“We would expect to see some kind of ad- 
justment over the next year or 18 months.” 

Sutch envisions a project like Swire’s 
swish Pacific Place complex in Hong Kong, 
combining hotels, offices and a shopping 
mall (though on a smaller scale), “in, say, 
Shanghai.” It is “quite possible,” he agrees, 
that Citic could be a partner. “We are obvi- 
ously very pleased, with our Citic relation- 
ships, which have gone beyond aviation 
into property,” Sutch emphasises. Other 
partners could include China Merchants — 
another leading Beijing-backed investor, 
with which Swire teamed up in the Shekou 
port venture — or a Hong Kong-based 
property company. 

So far as property development is con- 
cerned, Sutch professes little worry about 
the legal or regulatory environment in 
China. “It is [more] a question of manage- 
ment resources. [ don’t want to kill the 
goose that lays the golden egg by stretch- 
ing ourselves. Developing a million square 
feet in China would be much more taxing 
on our resources than the same in Hong 
Kong. 

Indeed, local analysts suspect it will be 
some time before Swire dips its toe into 
China's property market. "They've got so 
much going on here right now," says Peter 
Churchouse, head of research at Morgan 
Stanley (Asia). "Doing property in China is 
a very difficult business. It really does re- 
quire a lot of guanxi [connections]." 

In any case, Swire's property business 
in Hong Kong is in the ascendancy — for 
the moment, at least. The key to its success 
has been to build concentrated, mixed-use 
projects, mostly in up-and-coming parts of 

ong Kong Island served by the city's sub- 
way gystem. This entails heavy spending 
and a long payback period, but the re- 
wards have been handsome at Pacific Place 
(offices, shops and hotels) and at Taikoo 
Shing (ats and shopping malls). Swire “is 
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the most dynamic property companyein 
Hong Kong," says Ravi Narain, head of 
research at Peregrine Securities. 

Together with Citic Pacific, Swire now 
hopes to repeat this success with a devel- 
opment at Yau Yat Tsuen, on the Kowloon 
mainland. The 22,400-square-foot site — 
for which Swire and Citic Pacific paid 
HK$2.9 billion at auction last spring — will 
cost about HK$2.2 billion to develop. 

Even without a property development, 
Swire's China executives will have their 
hands full. The company recently began 
distributing Volvo passenger cars in 
Shanghai and five coastal provinces. And 


Swire last year raised its share of a joint- 
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Will the return of Hong Kong to Chinese 
rule in 1997 be a threat or an opportu- 
nity? Linus Cheung, deputy managing 
director of Cathay Pacific Airways, is 
one of the optimists. He figures Hong 
Kong's leading airline has everything to 
gain as Hong Kong draws closer to 
China. 

Indeed, China is already a big factor 
in Cathay's fortunes — even though the 
airline doesn't fly there. 

The key is Chinese travellers who 
come to Hong Kong to catch flights to 
destinations around the region, or be- 
yond. Cathay expects continued strong 
revenue gains as these flows of people 
from the mainland swell in years to come. 
There will be direct benefits, however, for 
Cathay's minority-owned affiliate, 
Dragon Airlines. Dragonair, which Ca- 
thay manages, flies to most major Chi- 
nese cities from Hong Kong. 

Other examples of Cathay's China 
card: the airline moved parts of its ac- 
counting department from Hong Kong 
into southern China last year, saving 
HK$15 million (US$1.9 million) annually. 
Sister company Hongkong Aircraft Engi- 
neering operates a servicing-and-repair 
shop in the port city of Xiamen, while 
Cathay has its eye on other aviation op- 
portunities in China. 

Currently, nearly one in 10 of all pas- 
sengers who board Cathay's jets in Hong 
Kong comes from the mainland. Most 
are bound for destinations in Southeast 
Asia. Cheung, who is spearheading the 
push into China, expects that by the end 
of the decade, the number will have risen 
to three in 10. Moreover, nearly 70% of 
the cargo Cathay's planes load id Hong 
Kong originates in China; Cheung reck- 
ons that figure could rise to 80% by the 


venture snack-food and soft-drink business 
in Guangdong to 51% from 28%. (Its part- 
ner? Citic Pacific, again.) 

But what damage, if any, might British- 
controlled Swire suffer from the acrimoni- 
ous dispute between London and Beijing 
over Hong Kong's transition? 

Sutch has a ready answer to the inevita- 
ble question. “To date — and I don't see 
why this should change — it has had no 
impact on Swire Group's business, other 
than, of course, the delays to Chek Lap 
Kok, where we have a major role by defi- 
nition,” he says, referring to the row's im- 
pact on the airport project. "We as busi- 
nessmen in Hong Kong see our role as con- 
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Cathay jet: China card. 


end of the 1990s. 

Swire chairman Peter Sutch echoes 
this confidence, noting that while Bei- 
jing's recent "austerity" measures have 
“taken a little bit of cream off [the pas- 
senger] cake, that cake will grow." 

Nonetheless, some corporate ana- 
lysts have questioned whether Beijing 
will allow British-run Swire to continue 
to control Cathay Pacific after 1997. 
Cheung, the most senior Hong Kong- 
Chinese executive in Cathay's history, 
believes the fear is groundless. 

“Cathay is the epitome of Hong 
Kong's success," he says. "My under- 
standing of China's policy toward 
Hong Kong is that they will be recep- 
tive to anything that will further its sta- 
bility and prosperity. There is no rea- 
son to destroy a success story." 

In fact, it seems more likely that Ca- 
thay and its affiliates will step up their 
investment in China. Cathay has talked 
to the authorities at most of China's 
major airports about taking responsibil- 
ity for everything from airport manage- 
ment to running cargo services, cater- 
ing and security. 

Cathay has also considered invest- 
ing in a mainland airline. "We are still 
open-minded,” says Cheung. However, 
he notes that while most planes are full, 
low government-set ticket prices mean 
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tinuing to invest here and in China. That is 
as good a guarantee of future prosperity 
and stability as anything else." 

Swire, at least, can draw comfort from 
its close ties with Citic — and vice versa. 
"These two partners look to be enormously 
comfortable with each other,” says Mor- 
gan Stanley's Churchouse. 

Indeed, Swire's competent management 
and solid financial base are matched by 
only a dozen or so other Hong Kong firms. 
“Citic tends to be a passive investor which 
takes large equity positions in top-quality 
companies," says Churchouse. 

^With Swire they won't have any sleep- 


less nights." 


the airlines themselves aren't very profit- 
able. 

Analysts have meanwhile speculated 
that Cathay may merge some of its op- 
erations with Dragonair, particularly as 
Cathay's planned acquisition of Airbus 
jets in mid-decade would allow the air- 
lines to exchange flight crews. But 
Cheung sees “no sense" in joint opera- 
tions, saying that Dragonair's lower cost 
structure and rapid growth would in fact 
create "diseconomies of scale." 

He also plays down the potential im- 
pact of China and Taiwan agreeing, at 
some point in the future, to reinstate di- 
rect air links. Some analysts believe this 
would divert what for Cathay and 
Dragonair is an important flow of pas- 
senger traffic — Taiwanese coming to 
Hong Kong to fly to the mainland, or, on 
the return, Taipei. 

"Even if it happens tomorrow, Hong 
Kong's role will remain very, very impor- 
tant,” Cheung maintains. He notes that, 
counting all airlines, there are currently 
flights from Hong Kong to 34 Chinese air- 
ports. Even if China-Taiwan flights are 
eventually permitted, he believes they 
will probably be limited initially to three 
or four places on the mainland. 

Not only that, but Cheung believes the 
necessary easing by Taiwan of entry pro- 
cedures for Chinese passport holders 
would stimulate travel. To illustrate the 
potential for such an increase, he notes 
that in the past four years, only 10,000 
Chinese have visited Taiwan, although 
Taiwan citizens have made 6 million vis- 
its to China. 

Cathay sorely needs the boost. Earn- 
ings have slowed on its Japanese routes 
while high inflation has raised its over- 
heads in Hong Kong. Despite this, it was 
the world's second-most profitable airline 
in 1992. But the airline suffered a 46% 
drop in net earnings in the first half of 
1993 — reflecting also the HK$240 mil- 
lion cost of a flight attendants' strike that 
year. m Mark Clifford 
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Still in Recession _ 








TV, Hong Kong-style. Western broadcasters add drama as they fly head first into Asian markets. 


"m of Thousands 


MEDIA 


Western programme suppliers are zeroing in on Asia's television 
markets, which are set to explode this year. But will foreigners 
share in the boom? Some say the potential is exaggerated. 


By Jonathan ee in Hong Kong 


Scanning the audience 
before addressing an 
Asian television seminar 
in Hong Kong recently, 
Eui Koh saw a room full 
of Westerners. “At first I 
thought I was at the wrong conference. 
There are so many Caucasian faces,” he 
remarked, to polite laughter. Koh, Asia- 
Pacific director for Intelsat, the global satel- 
lite consortium, added: “At least in Asia, I 
thought I would be in the majority.” 
Among the faces he saw were execu- 
tives from heavyweight United States pro- 
gramme suppliers such as Time Warner, 
Turner Broadcasting System (TBS) and 
Viacom, as well as British, French and Ger- 
man broadcasters. Also present were firms 
hawking transmission space on Russian 
satellites, as well as makers of satellite 
dishes — ubiquitous skyline feature: since 





46 


Hong Kong-based StarTV got Asia wired 
on satellite TV more than two years ago. 

Like Western financial institutions that 
are raising the ante on Asian stock ex- 
changes, U.S. and European media bulls 
are roaming the region's television mar- 
kets, sniffing and courting. This year they'll 
be mating. “Every major player in world 
media is in conversation with one an- 
other," says StarTV's new chief executive, 
Gary Davey. "Nineteen ninety-four will be 
when those conversations are concluded, 
and everybody will have a clear picture of 
who's working with whom." 

In the meantime, a frontier spirit pre- 
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vails. "It's ready, fire, aim," smiles Fred 
Vierra, executive vice-president of U.S. 
cable-TV giant Tele-Communications, 
which owns stakes in Turner Broadcasting 
and two more recent arrivals, Discovery 
Channel and Asia Business News (ABN). 

Western broadcasters are hardly new to 
Asia; they have sold syndicated TV shows 
here for years. Now, however, they are 
marketing entire channels and preparing 
to take on StarTV, the first to plant a stake 
on the region's satellite-TV frontier. How 
will they fare? Many say new satellites, 
more local channels, longer broadcasting 
hours and bigger cable systems will make 
1994 a boom year for television in Asia, a 
region of huge demand and little to fill it. 
Others say Westerners overstate potential 
viewership. Either way, there are substan- 
tial obstacles to success. 

Not least among them is cultural oppo- 
sition to an invasion by Western pro- 
gramme suppliers. “Today they broadcast 
slanted news," Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad com- 
plained recently. "Tomorrow they will 
broadcast raw pornography to corrupt our 
children and destroy our culture." 
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While some governments are con- 
cerned, not all local broadcasters are quak- 
ing at the assault. Nor are they being 
shunted to the sidelines. Shaken out of 
complacency borne of limited competition, 
many local broadcasters are investing more 
heavily, and taking bigger risks, than the 
Westerners themselves. 

"The foreign broadcasters have opened 
our eyes to opportunities," says Chye 
Kuok, managing director of Television 
Broadcasts (TVB), Hong Kong's dominant 
local network. Tv8 launched its own Chi- 
nese-language satellite channel in 1993 and 
anchors a group of international pro- 
gramme suppliers — known as the "Gang" 
(see chart) — that will compete against 
StarTV from mid-1994. Their battleground: 
mainly the "Greater China" market of 
China, Taiwan and Hong Kong. 

For Americans and Europeans, Asia's 
lure is deceptively simple: two 
thirds of mankind, swelling mid- 
dle classes in the world's most 
vibrant economies, limited pro- 
gramme choice and pent-up de- 
mand .for television. Many ana- 
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even though all sectors of Asian tglevision 
— terrestrial broadcasting, cablesand satel- 
lite — will continue to grow. Everyone still 
talks up the region's potential, though oc- 
casionally through clenched teeth. 

StarTV's latest survey shows its five free 
channels can reach 42 million homes, in- 
cluding 30.5 million in China and 7.3 mil- 
lion in India. Still, says a StarTV executive 
who is pleased by this explosive growth: 
"I'd rather reach one U.S. home for every 
five Asian homes." Americans pay. 

The US$525 million purchase of StarTV 
by Rupert Murdoch's News Corp. in July 
drew attention to the Asian market. But 
the pan-Asian ideal fostered by the net- 
work is looking frail these days. Because 
Asia includes so many cultures, pro- 
gramme suppliers are finding it must be 
conquered land-by-land, language-by-lan- 
guage. StarTV itself is to pronounce pan- 
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lysts say these add up to a golden 
era for media in Asia. 

The only problem, the new- 
comers are discovering, is finding 
the gold. Proliferating new chan- 
nels will dilute advertising rev- 
enue, while the other income 
source, subscription TV, presents 
broadcasters with some vexing 
challenges: persuading viewers to 
pay and developing ways to col- 
lect fees. These hurdles lead some 
to believe the Asia TV boom has 
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been oversold. 

“Half of the interest in Asia is 
unjustified,” says Steven Rosen- 
berg, executive vice-president of 


| Time Warner, U.S 


| Australian Broadcasting 
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HBO International, a unit of Time 
Warner's Home Box Office, the 
world's largest subscription 
movie-channel service. For a pre- 
mium product like HBO, which of- 
fers English-language films, 
Rosenberg reckons that, excluding 
China, “we're really only talking 
about 2.5 million homes in the re- 
gion that are willing to pay for TV. 
That's the size of Holland's mar- 
ket.” Asia will justify the hype 
when that figure reaches 30 mil- 
lion, Rosenberg believes, but he 
can't say when that will be. 
Other Western hopefuls might 
dispute Rosenberg's numbers, but 
they share his not-as-big-as-you- 
think view of the short term. In- 
deed, a more sober message about 
the complexities of television in 
Asia is coming across these days. 
As competitors roll in, several for- 
eign programme suppliers predict 
à shake-out within a few years, 
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Asia dead later this year by splitting some _ 
programming between the southern beam 
of its satellite "footprint" (India and the - 
Middle East) and the northern beam 
(China and East Asia). 

From an advertising point of view, that 
makes sense. Pan-Asian media (print and 
electronic) draw only 2% of all Asian adver- 
tising spending. The bulk goes to domestic 
media. According to Hong Kong-based 
Survey Research Group (SRG), Asian televi- 
sion (excluding Japan, China and India) 
generated ad revenue of US$3.6 billion in 
1992. Analysts forecast double-digit growth 
to 2000, but while the pie will grow, the 
number of broadcasters slicing into it may 
grow faster. Advertising alone is unlikely 
to support Western programme suppliers. 

Pay TV is the future, but it comes with 
its own complications. Although satellites 
sparked the TV revolution in Asia, cable 
networks of one stripe or another 
are popping up to carry the new 
channels into viewers' homes. Ex- 
cept for Taiwan, where some 40% 
of TV households are connected, 
cable TV has very low penetra- 
tion in Asia. Cable is poised to 
boom, and programme suppliers 
are scrapping to cut early deals. 

“Tf I were in the business, I'd 
be a cable operator," says John 
Kaye, director of TV research at 
SRG. Adds Sam Chisholm, a 
Murdoch deputy who oversees 
StarTV: "The battle is going to be 
won on the ground." 

Building a ground organisa- 
tion for pay TV can be rough go- 
ing. American media executives 
paid numerous trips to Indonesia 
to massage the government into 
allowing foreign pay-TV services 
there. In Taiwan and India, pro- 
gramme suppliers have been 
helpless to collect royalties from 
hordes of unlicensed cable opera- 
tors. "At the moment it's a night- 
mare," says an American execu- 
tive. "We're trying to reduce it to 
a manageable problem." 

Technology will curb pirating. 
HBO and the ESPN sports channel 
encrypt their signals in Asia, re- 
quiring users to buy expensive 
decoders. More programme sup- 
pliers will follow their example. 
Some governments, too, are try- 
ing to bring order to the cable 
chaos. Under pressure from 
Washington to halt copyright in- 
fringement, Taipei began to legal- 
ise its cable industry last year. In- 
dia also is debating a cable-TV bill. 
Such measures don't always work 
to the advantage of Western firms, 
however. Taiwan's law prohibits 
foreign investment in cable. 

Other schemes are designed to 
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curtail foreign programmes. South Korea 
has embarked on a crash expansion into 
cable to win viewers back from Japanese 
and U.S. shows on satellite TV — and to 
control TV content. There's similar think- 
ing in Malaysia and Singapore, where pri- 
vate ownership of satellite dishes is re- 
stricted. By embracing cable, governments 
grant viewers choice without opening their 
"closed skies." 

Asia's new media world has produced 
some ironies. In July, Malaysia's Mahathir 
condemned News Corp.'s purchase of 
StarTV as a Western ploy to control the 
news Asians receive. Soon after, his gov- 
ernment announced that two of Malaysia's 
first three cable-TV channels would be 
Western: CNN International and the BBC's 
World Service TV, carried by StarTV. 

Then there's ABN, a satellite-TV channel 
launched in November. Its five sharehold- 
ers include Dow Jones, which owns the 
REVIEW. Though based in Singapore, it may 
not be viewed there. On January 1, how- 
ever, Singapore inaugurated a satellite 
channel for Southeast Asia that includes 
news and entertainment. The head of the 
government-funded project says the 
programmes show the "lighter side of Sin- 
gapore; the humour, the culture and the 
arts." 

Western programme suppliers gener- 
ally react to government sensitivities with- 
out confrontation. News Corp. professes to 
offer government-friendly programming. 
HBO's Asian operation, based in Singapore 
and carried via cable in the city-state, edits 
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Rupert Murdoch is 
moving to town. His 

) decision to spend more 
/\ time in Hong Kong at 
StarTV is nothing un- 
usual, says StarTV's 
new boss, Gary Davey: "There are a 
number of very big decisions to be 
taken, and taken quickly." 

Some matters can't wait for 
Murdoch's February arrival. Since its 
Taiwan sales agent cancelled its contract 
in January, demanding adjustments in 
StarTV's Chinese programming there, 
StarTV will set up its own sales force on 
the island, Davey says. In his {rst week, 
Davey also has had to deal with a 
breakdown in talks with Hong Kong’s 
cable-TV distributor. That will further 
delay the launch of StarTV's pay chan- 
nels and could cost the network jobs. ¢ 

That rift won't stop developrgent, 
Davey insists. In 1994, the companyewill 
split its pan-Asian coverage into two* 
services, one to India and the Middle 
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profanity, sex and violence out of its Asia 
programming. That suits government, but 
not necessarily market, tastes. Even sports 
channel ESPN has to be on guard. It recently 
caught flak from a cable operator in China 
for a programme, packaged in the U.S., 
that contained a fleeting shot of the June 
1989 Tiananmen Square crackdown. The 
frames were cut. 

To be sure, Asia is not alone in its sensi- 
tivities to foreign program- 
ming. Cultural protection- 
ism, a running trade issue 


East, the other to Greater 
China. There “is going to be 
a seven-channel package 
very soon” for India, Davey 
says. StarTV also plans pay 
channels, first in India and 
the Middle East. Dismissing 
reports of discord with 
China as “overblown my- 
thology,” Davey says Star- 
TV will pursue more co-productions 
with Chinese stations, such as a venture 
with Beijing TV for Chinese New Year. 

At StarTV, Davey faces problems 
similar to those he solved at British Sky 
Broadcasting. BSkyB's losses almost 
sank Murdoch, but now it is spinning 
operating profits. "We invented the 
wheel in Britain," says Davey. Two les- 
sons he'll import to StarTV: more live 
sports and aggressive programming de- 
velopment. ^The opportunity [for 
StarTV] may turn out to be a lot bigger 
than we anticipated if we move 
quickly." m Jonathan Karp 
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StarTV chief Davey: big 
decisions. 


between the U.S. and Europe, almost 
scuppered the recently concluded Gatt ne- 
gotiations. In September, France and Bel- 
gium banned Turner Broadcasting's multi- 
lingual TNT & Cartoon Network — a pan- 
European channel featuring Bugs Bunny, 
other cartoons and Hollywood films — be- 
cause most of the programming was Ameri- 
can. Turner Broadcasting plans to roll out 
an Asian version of TNT & Cartoon Net- 
work this year. Robert Ross, TBS vice-presi- 
dent for international development, has 
seen it all before. "We waited four years to 
get into Austria," he says. "And it took an 
act of parliament to get into Norway." 

In October, Beijing revived a policy 
meant to squelch foreign programming 
after Murdoch bought StarTV and declared 
information technology a threat to totali- 
tarian regimes. China wants to block pri- 
vate reception of foreign TV broadcasts but 
has trouble doing so because StarTV beams 
from the same satellite as state-run China 
Central Television. 

Foreign programme suppliers hunger 
for China, which may yet prove another 
mythical single market. Chinese statistics 
say the number of TV sets there grew to 
230 million at the end of 1992 from 27 mil- 
lion a decade earlier. London-based ana- 
lyst Zenith Media Worldwide predicts TV 
advertising revenue in China will reach 
US$2.2 billion in 1995, making China Asia's 
second-largest TV ad market after Japan. 
China also has a jump on 
other Asian countries in 
developing cable-TV sys- 
tems. Some foreign pro- 
gramme suppliers, includ- 
ing ESPN, have signed dis- 
tribution deals with cable 
operators there, but analysts 
say China won't offer seri- 
ous financial returns for 10- 
15 years. 

Regionwide, "there's 
money to be made but les- 
sons to be learned," says 
Susan Schoenfeld, who re- 
searches Asian broadcasting 
at the University of Hong 
Kong. One imperative for 
foreign media giants, she says, is to localise 
programming. That seems basic, but 
Schoenfeld discovered that Western broad- 
casters were planning to bring English-lan- 
guage programmes to Asia without under- 
standing how little English fluency there is 
in the region. She also found some suppli- 
ers subtitling, rather than dubbing, shows 
targeted at viewers who can hardly read. 

Murdoch acknowledged the need to tai- 
lor programming when he announced 
StarTV would create separate services for 
the three biggest language groups: Manda- 
rin, Hindi and Indonesian. After StarTV 
bought a stake in Bombay broadcaster 
ZeeTV in December, the network pro- 
claimed that ^with the existing Chinese 
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channel, two of Star's six channels will now 
be broadcast in Asian languages.” 

That message is catching on. ESPN now 
dubs a Mandarin track for some of its pro- 
grammes from the network’s studio in Bris- 
tol, Connecticut. The BBC offers news in 
Mandarin. As Discovery realises, documen- 
taries are particularly suited to dubbing be- 
cause the narrator is usually off camera. 
Perhaps the best example of localising 
Western programming is MTV Asia on 
StarTV, which adapted the U.S. format to 
include shows appealing to Taiwan and 
China. 

In the short term, pent-up demand for 
TV will allow Western programme suppli- 
ers to coast with universal genres: movies, 
sports, cartoons, dramas and soap operas. 
Few media firms have tipped their hands 
about how they plan to localise for Asia, 
something they have done for Europe and 
Latin America. 

But, despite its higher production qual- 
ity, Western TV is likely to remain a niche, 
not a mass, product. Even in the educated 
and cosmopolitan col- 
ony of Hong Kong, the 
programme that sent 
TVP's ratings skyrocket- 
ing like the Hang Seng 
Index last year was Pao, 
the Judge, a Cantonese- 
dubbed drama series 
from Taiwan about an 
honourable judge in 
19th-century China. 
Not exactly local, but 
certainly not Western. 

The most popular 
shows in the region are 
overwhelmingly local. 
(Malaysia and Singa- 
pore are exceptions, 
due to their frag- 
mented, multi-lingual 
viewership and limited 
production capacity.) To expand their au- 
diences, “Westerners have to add value. 
They can't just export their programmes 
over here," says Sarah Rechin, managing 
director of CEA Pacific Rim media consul- 
tancy in Hong Kong. 

If localising programming is one truth 
about doing business in Asian media, then 
finding a local partner is another. Increas- 
ingly, however, Westerners will have to 
look for more than outlets for their library 
stock. “A lot of foreigners are logking not 
only for distribution avenues in Asia, but 
for co-production avenues," says Rechin, 
who advised ZeeTV in its negotiations 
with StarTV. The union gives StarTV a 
stake in producing new Hindi shows. 

No company exemplifies the local im- 
, perative better than Hong Kong's TVB. Nor 

. does it lack Western suitors. They are lured e 
\by TVE's strength in the Chinese-language« 
market — not only its vast library of pe- 

yd dramas and variety shows butelso its 


a 
ability to churn out 5,000 hours of new pro- 
gramming a yeay. Dubbed into Seten lan- 
guages, including Vietnamese, these shows 
are popular throughout the region. 

Chinese programming and commercial 
contacts on the mainland are at the heart of 
TVP's expansion plans, and they bolster its 
claim to be foreign media’s entrepot for 
Greater China. Fung Shing Kwong, the 
ambitious, U.S.-educated general manager 
of TVB's international arm, says TVB is hunt- 
ing for programming deals, including joint- 
venture channels. 

Its first satellite-TV venture last Septem- 
ber — TVBS Super Channel, targeting Tai- 
wan — holds some lessons for Westerners. 
TVB, long a Cantonese production house, is 
investing in Mandarin-language produc- 
tion with Taiwanese partners. After less 
than four months in operation, Super 
Channel reaches more than 75% of Tai- 
wan's cable-TV homes, and executives be- 
lieve TVBS will capture more than 15% of 
Taiwan's US$690 million TV ad market. 
TVB will launch at least one more satellite 





channel this year. 

To battle StarTV, TVB hopes to fashion 
its "Galaxy" network with foreign pro- 
gramming partners. So far, there is little 
indication that TVB and its Gang of Western 
broadcasters have a coordinated approach. 
If anything, TVB appears to try to keep the 
others one step behind, turning the tables 
on the normally higher-profile Westerners. 

For instance, TVB realised that in order 
to crack the Taiwanese market, it would 
have to give expensive decoders to cable 
operators who leased a satellite dish to re- 
ceive TVB's digitally compressed signal. A 
US. partner suggested that the Gang share 
the financial burden, an arrangement that 
would have made equals of the partners. 
But TVB declined. ^We're not in this busi- 
ness to split costs,” Fung responded, ac- 
cording to a participant in the meeting. 
“We're in this to make money.” And TVB 
does — by charging Gangemembers for 
access to its Taiwan service. a 
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This Is 
A Test 


Can Indonesia’s new 
TV stations thrive? 





By Margot Cohen in Jakarta 





Just three years ago, the 
notion of five national 
commercial television sta- 
tions careening across In- 
donesia’s carefully con- 
trolled airwaves would 
have seemed preposterous. In early 1991, 
Indonesia was still gingerly emerging from 
a quarter-century government monopoly 
of TV broadcasting, as well as a nine-year 
ban on TV advertising — imposed in 1981 
to shut out reckless consumerism and avert 
social instability. President Suharto had 
entrusted two of his children with the deli- 
cate task of pioneering private alternatives 
to the state channel, TVRI, but their audi- 
ence was limited. 

Today, viewers and advertisers alike are 
lurching from famine to feast. Faced with 
the rapid proliferation of video rentals and 
satellite dishes — spreading dreaded for- 
eign “influence” even in the most remote 
villages — officials have opted in favour of 
home-grown free enterprise. 

National expansion of commercial TV 
began in earnest last August, setting off a 
high-stakes battle. The protagonists: 
> Rajawali Citra Televisi Indonesia (RCTI), 
backed by Suharto’s second son, Bambang 
Trihatmodjo, and others; 
> Televisi Pendidikan Indonesia (TP!), 
launched by Suharto’s daughter, Siti 
Hardijanti Rukmana; 
> Surya Citra Televisi Indonesia (SCTV), 
backed by Suharto’s foster brother, 
Sudwikatmono, in tandem with entrepre- 
neur Henry Pribadi; 
> Cakrawala Andalas Televisi (ANteve), 
the Bakrie Group entry; 
> The Salim Group's Indosiar Visual 
Mandiri (IVV), set to air in March. 

Exciting, sure, but can they make 
money? The industry needs a lot more ad- 
vertising revenue if all five stations — 
which are starting out heavily indebted — 
are to survive. Gunadi Sugiharso of the In- 
donesian Association of Advertising Agen- 
cies says TV ad spending totalled about 
US$147 million in 1993. Considering the 
hundreds of millions of dollars each sta- 
tion has invested in transmitters, studio 
equipment, personnel training and the like, 
that's mighty slim pickings. 

"The cake itself is not big enough to 
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support five stations,” says Gunadi, max- 
aging director of Initiative Media Indone- 
sia. “But this is only the beginning." In- 
deed. TV reaches an estimated 39 million 
Indonesian households, among them an 
expanding middle class and a rural 
population with growing disposable in- 
come. 

Prosperity lies in market segmentation, 
many TV executives argue. ANteve's gen- 
eral manager, Dennis Cabalfin, agrees: "If 
each station were to focus on a specific type 
of programming, there is room for all five." 

So they hope. The stations are busy 
carving out market niches. ANteve, says 
Cabalfin, will “serve the television needs 
of young people" with a heavy dose of 
music, sports and foreign films. 

RCTI, which made its Jakarta debut in 
1989 (complete with costly decoders im- 
posed by the government and later 
deemed unnecessary), has positioned itself 
as the station of choice for the middle and 
upper classes, accenting action films and 
subtitled foreign programming. 

SCTV, which started as RCTI’s Surabaya 
affiliate, targets middle- and lower-class 
viewers, particularly women, with a mix 
of soap operas, Indonesian comedies and 


dubbed overseas shows. 





News Yu Can Use 


If you think the satellite 
television wars are heat- 
ing up in Asia, open a 
copy of Siyu magazine in 
London, a Chinese-lan- 
guage monthly. Its pages 
contain advertisements heralding a 
dawning competition between two TV 
channels targeting Overseas Chinese in 
Europe. 

The BBC versus CNN it isn't. Chinese 
News & Entertainment (CNE), backed by 
pro-Beijing Hong Kong businessman Tsui 
Tsin-tong, features news from state-run 
China Central Television — a day late, at 
the earliest, as videotapes are flown in 
from Asia. The better-capitalised Chinese 
Channel, founded by relatives of Hong 
Kong movie mogul Sir Run Run Shaw, 
airs in February, but also will not receive 
news by satellite initially. 

While these channels are not exactly 
on broadcasting's cutting edge, they point 
to an emerging market for Asian TV serv- 
ices around the world — the flip side of 
Western media's move into Asia. Most 
promising is Mandarin and Cantonese 
programming for the 50-60 million-stropg 
Chinese diaspora. “I see room for g glo- 
bal Chinese channel,” says Andrew Jor- 
dan, Sydney-based regional vice-pres® 
dent for satellite operator PanAmSat. e 


TPI, first promoted as an educational 
e . : 
channel; aso aims down-marke® Sffering 
70% local programming, including com- 
edies, quiz shows and serialised dramas. 

IVM is expected to churn out business 
news and other goodies for the executive 
ranks, although the rest remains unclear. 

The philosophy of market segmentation 
explains the launch of RCTI and SCTV as 
separate networks. “RCTI and SCTV being 
owned by the same shareholders is defi- 
nitely not a disadvantage,” says Peter 
Gontha, vice-president of Bimantara Citra, 
which owns 65% of RCTI and expects to list 
it this year. “One complements the other. 
Advertisers also want to penetrate differ- 
ent segments of the market. Now they have 
a choice.” 

Not everyone is so sure. While segmen- 
tation has worked well 
for Indonesia’s radio 
and print media, some 
analysts contend it 
won't work for televi- 
sion. Indeed, says Sur- 
vey Research Indone- 
sia, viewership in Sura- 
baya has simply frag- 
mented now that RCTI 
and scrVv air there si- 


Some are already 
trying. CIM, a Hong 
Kong conglomerate 
that owns publishing 
group Ming Pao En- 
terprise, says it will 
launch the Chinese Television Network 
(CTN), a 24-hour Mandarin service, late 
this year. With an investment of US$65 
million in the first two years, CTN plans to 
start with a news and information chan- 
nel and add entertainment and educa- 
tional channels within six months. 

"The rationale is strategic and philo- 
sophical,” says Kelly Cheng, chairman 
and managing director of AIM Media, the 
subsidiary of CIM that is heading up the 
project. "We're trying to establish a satel- 
lite service that will be available to all 
Mandarin speakers in the world." 

Hong Kong-based CTN already has bu- 
reaus in New York, Washington and Lon- 
don, Cheng says, but news operations will 
be separate from the Ming Pao group, 
whose flagship newspaper is highly re- 
garded in Hong Kong for its China cover- 
age. To emphasise its distance from Ming 
Pao, Cheng says CTN has filmed two docu- 
mentaries in Tibet, with Beijing’s permis- 
sion. “If wou define your approach, there 
is a way to avoid politics," he says, refer- 
ring to the project, which deals with reli- 
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News from TVB for the 60-million strong Chinese diaspora. 


multaneously. “We're not seeing a huge in- 
crease of total audiences as a result of new 
channels coming into the market,” the re- 
search group's technical adviser, Philip 
Rich, told a Jakarta gathering of TV and 
advertising executives in October. 

Foreign participation in building up In- 
donesia's broadcast industry remains a 
sensitive subject. By law, all media — in- 
cluding television — are closed to foreign 
investment. Still, industry insiders say 
Asian, U.S. and European money is pour- 
ing into shell companies to help finance 
the new stations and the hundreds of pro- 
duction houses blossoming to serve them. 
The government is also allowing stations 
to hire a limited number of foreign con- 
sultants to make up for grave shortages of 
skilled manpower. IVM, for example, has 





& 


gion and culture. “We will not always 
avoid politics, but we will approach it in a 
very non-partisan way." 

Cheng declines to say which satellite 
will beam CTN to Asia and adds that he 
hopes to strike deals with TV stations in 
the United States, Europe and Australia 
to carry CTN. China is the question mark. 

Best placed to become a global Chi- 
nese channel is Television Broadcasts 
(TvB). In addition to its dominance in 
Hong Kong, plus its new satellite channel 
and programme sales throughout Asia, 
TVB recently expanded its presence in 
North America and Australia. In Decem- 
ber, TVB's international arm acquired mi- 
nority stakes in two Canadian cable-TV 
services, one a nationwide Chinese-lan- 
guage network serving 115,000 subscrib- 
ers, the other a multi-language Asian sta- 
tion in Vancouver. TVB also operates cable 
channels that reach 52,000 homes in Los 
Angeles and San Francisco. 

Programming runs the gamut of en- 
tertainment and news, relayed fresh by 
satellite. In Asia, TVB plays down its news 
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contracted to obtain "technical assistance" 
from Hong Kong’s Television Broadcasts. 

For the most part, however, both for- 
eigners and locals are striving to provide a 
greater volume of Indonesian program- 
ming, which can cost up to eight times 
more than imported shows. Foreign pro- 
grammes often draw complaints over ex- 
cessive violence and sexual innuendo (In- 
donesia is 85% Muslim). 

TV ad makers are also following the lo- 
cal rainbow. “Indonesians like to see Indo- 
nesia, and Indonesians, in advertising,” 
says Gary Hayes, executive director of 
Katena Film. “National pride is extremely 
important.” 

National pride may be put to the test 
later this year, when parliament is expected 
to allow private stations to air their own 
news programmes. Presently, only state 


channel TVRI can broadcast hard news. Pri- | 


vate stations have skirted the regulation by 


using feature formats to showcase "soft | 


news" — which, with its man-in-the-street 
format, often seems harder than the gov- 
ernment news. Officials now believe they 


can trust private stations to deliver the | 


news responsibly, especially as the stations 
are owned by the president's relatives or 
his close business associates. m 


programming to avoid friction with 
China. TVB has refused to show a docu- 
mentary that discusses Mao Zedong's 
sexual habits, even though it bought the 
show a few months back. Overseas, 
however, news drives viewer demand. 
“News is the key to our success," says 
Ruth Kan, TVB International's market- 
ing manager. "People who are so far 
away rely on this news." 

From February, TVBI will supply 
shows in Cantonese, Mandarin and 
Vietnamese to a 30,000-subscriber chan- 
nel in Australia, and to the Chinese 
Channel in Europe, which will reach an 
estimated 200,000 Chinese homes via 
satellite. The Chinese Channel and its 
London competitor, CNE, will compete 
after midnight. 

"Market research shows that most 
Chinese in Europe work in catering," 
says Gerald Winnington-Ingram, Chi- 
nese Channel's managing director. 
"They get off work late and then watch 
a lot of TV." 

burst of TV production in Asia 

it seem inevitable that regional 
programming will seek a global audi- 
ence. Some governments can't wait. 
“When we were poor, we had no say,” 
Singapore's George Yeo told fellow 
Southeast Asian information ministers 
in December. "Now that we are less 
poor, we should begin to assert our own 
point of view." m Jonathan Karp 
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By John McBeth in Jakarta and 





Carl Goldstein in Hong Kong 
ig, expensive power projects gener- 
ally aren't the kinds of deals pro- 
posed today and agreed tomorrow. 
So the speed with which Hong Kong's 


| Hopewell Holdings has won approval to 


build power plants in Indonesia is remark- 
able. 

In early December, the Indonesian Gov- 
ernment formally invited Hopewell Man- 
aging Director Gordon Wu to explain what 
his company could offer. Wu arrived in 
Jakarta on December 16 with a 10-man 
team. Eight days later, the government 
gave preliminary approval to Hopewell's 
power subsidiary, Consolidated Electric 
Power Asia (Cepa), to build two 600-mega- 
watt generating plants at the much- 
delayed Paiton complex in East Java. 

Why the haste? Partly, it seems, because 


| local energy officials hoped to kill two 


birds with one stone. For sure, they wanted 
Cepa's power expertise to help satisfy In- 
donesia's thirst for electricity. But they ap- 
parently also hoped to influence negotia- 
tions over another privately funded power 
project at the Paiton site. 

"They [Indonesian officials] are using 
Hopewell as a club," says a well-placed 
source in Jakarta, "but they do genuinely 
want the company in here because they're 
going to need a lot more power." 

Wu seems likely to go along with the 
strategy, but not the tactics. According to 
Cepa executives, he isn't interested in 
Paiton, from which he walked away once 
before. But he is keen on Indonesia. That 


| could signal some course adjustments at 


Cepa, which drew support for its Hong 
Kong listing, also in December, largely on 
the basis of projected revenues in China. 

An executive with a prominent Indone- 
sian real-estate group is believed to have 
facilitated initial contacts between Wu and 
I. B. Sudjana, Indonesia's mines and en- 
ergy minister. The minister had apparently 
grown frustrated at the lack of progress on 
Paiton. 

When Wu arrived in Jakarta, however, 
it was not to discuss Paiton, but to try to 
sell the Indonesians on a grand proposal 


| for between four and eight 660-megawatt 


coal-fired generating plants. That seems to 
echo his professed China strategy: lots of 
standard units, or what he «alls his 
"cookie-cutter" approach to solving energy 
shortages quickly. 

However, the preliminary approval 
issued to Cepa on December 24 Was ex- 
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_Hong Kong's Wu encounters hidden agenda in Jakarta 


plicitly linked to Paiton. It offered Cepa just 
two units (each of 600, not 660, megawatts), 
to be built at part of the complex originally 
earmarked for Perusahaan Umum Listrik 
Negara (PLN), the state-run power utility. 
PLN is currently building two 400-mega- 
watt units at Paiton, and was to build two 
more on the sites offered to Cepa. The let- 


ter, a copy of which has been seen by the 
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Wu gets express service. 


REVIEW, was signed by Artono Aris- 
munandar, director-general of electricity 
development at the Department of Mines 
and Energy. 

Cepa looks likely to decline that offer, 
while pursuing its interest in other Indone- 
sian locations. For one thing, industry 
sources say, it would be impossible to place 
1,200 megawatts on a site laid out for 800 
megawatts without redesigning the whole 
project. For another, Wu may be wary of 
going back to Paiton; in 1990, Hopewell 
quit a consortium that was among the early 
bidders for part of the project (Paiton is 
due to produce 4,000 megawatts when all 
its private and public phases are finished). 

Knowlegigeable sources in Jakarta sus- 
pect, however, that Arismunandar’s letter 
to Cepa was intended to put pressure on 
Paiton Energy, another of the private play- 
ers in the project. Paiton Energy teams Mit- 
suj of Japan with Mission Energy and Gen- 
eral Electric Funding Corp. of the United 
Stateg and Indonesian businessman 
Mashim Djojohadikusumo. 

* The consortium has been contracted to 
build the first of Paiton's two privately 
funded @locks of 1,200 megawatts. How- 
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ever, talks with the government over pfic- | 


ing issues have been bogged down for 
months. Crucially, these negotiations will 
also set the financial parameters for the sec- 
ond private block, to be built by Siemens 
of Germany and Indonesia’s Bimantara 
Citra, headed by Bambang Trihatmodjo, 
second son of President Suharto. 

Hashim, whose brother is married to 
Suharto's daughter, is understood to have 
complained to the president about the im- 
passe. Local sources say Suharto re- 
sponded by telling energy officials: "We 
need electricity, not debates." 

Enter Hopewell, whose offers on elec- 
tricity pricing appear to undercut Paiton 
Energy's. Hashim's group has been push- 
ing for a three-step declining tariff, starting- 
at 8.56 US cents per kilowatt hour for the 
first seven years. Cepa is offering to sell its 
output for a flat 7.50 cents, subject to only 
one condition: that the price of coal doesn't 
exceed US$35 a tonne. In addition, Cepa 
has offered to drop its price to 6.975 cents 
if it's allowed to build eight plants. 

Despite the government's offer, Cepa 
appears more interested in West Java, 
closer to Jakarta. It hopes to build at least 
two, and preferably four, 660-megawatt 
plants in the area, according to Lawrence 


Miao, Cepa's executive director. Miao says | 


Managing Director Stewart Elliott is al- 
ready scouting locations, with government 
assistance. 

"The whole thing has come up very 
fast,” says Miao. “Our original intention 
was to pursue China projects first, so we 
really went to Indonesia on a whim. But 
we've found that the pricing there is sig- 
nificantly richer than China." 

Cepa believes development costs in In- 
donesia would roughly match those of a 
plant it's building in Pagbilao, the Philip- 
pines. That puts the cost of two 660-mega- 
watt units at about US$1.7 billion. The 
company would develop the plants under 
a 30-year build-own-operate agreement, 
and would probably take a local minority 
partner, according to Miao. 

Cepa was listed on the Stock Exchange 
of Hong Kong in early December with the 
professed aim of building power plants 
across Asia. Currently, it has just a handful 
of plants in operation or under construc- 
tion in China and the Philippines. How- 
ever, the stock issue, combined with com- 
mitments from Hopewell, provided Cepa 
with more than US$1 billion toginvest. 

“We are very excited about Indonesia," 
says Miao. "They know we have a billion 
dollars from the offering, and they know 
we are serious about putting that money to 
work.” He says Cepa is considering isgi- 
ing non-recourse project bonds in thg U.S. 
public bond market for the balance ef the 
finance. “Pricing [on such bonds] can b& 
slightly more expensive than commercial 
bank funds," he notes, "but it opens up a 
whole new capital pool." e Bl 
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Condominium collapse in Kuala Lumpur: developing-country syndrome? 


Bad for Business 


Building’s collapse rattles Malaysia’s property market 








By Doug Tsuruoka in Kuala Lumpur 
alaysian condominium units with 
spacious hillside views used to 


M command premium prices. Since 


December 11 they have carried substantial 
discounts. That is the day the 12-storey 
Highland Towers condominium building, 
in the sleepy Kuala Lumpur suburb of Ulu 
Klang, collapsed in a heap with what local 
residents said was the force of an earth- 
quake. Soldiers pulled more than 70 bod- 
ies from the wreckage. 

Malaysia's worst-ever building collapse 
was apparently the result of a landslide 
triggered by man-made erosion on a hill 
behind the structure (two nearby buildings 
threaten to fall). Whatever its origins, the 
tragedy has dealt a serious blow to the do- 
mestic construction industry. A December 
22 cabinet decree has frozen work on 105 
unfinished hillside projects throughout 
Malaysia pending safety certification by a 
panel of independent consultants. Officials 
have issued fresh guidelines on gradients 
where future construction is planned. 

The steps freeze more than M$1 billion 
(US$266 million) in property develop- 
ments, and have idled hundreds of con- 
struction workers, mostly in Kuala 
Lumpur, the federal capital. 

Deputy Prime Minister Datuk Seri An- 
war Ibrahim is telling developers to take 
the crackdown seriously, warning that any 
hillside projects which don't meet the new 
codes will be torn down. Some doubt An- 
war will go this far, given the value of these 
projects to the economy. Still, the mere 
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threat has sent chills through the property 
industry. 

“There’s been an impact,” concedes 
Christopher Boyd, chief representative of 
Knight Frank Baillieu’s Kuala Lumpur of- 
fice. “Developers with projects on hillsides 
are waiting anxiously to see if the market 
returns to normal.” 

Others see wider implications: while the 
factors behind the Highland Towers inci- 
dent may be peculiar to Malaysia, it fol- 
lows last year’s Bangkok toy-factory fire 
and a spate of Chinese industrial explo- 
sions. Has Asia’s rapid development out- 
stripped its safety precautions? 

“It's a developing-country syndrome,” 
says a property expert. “Everyone wants 
things to go up in a hurry." 

What is known about the Highland 
Towers collapse seems to reinforce such 
perceptions. Abu Bakar, head of Malaysia's 
Department of Environment, said two days 
after the disaster that many builders have 
ignored a 1960 ordinance forbidding resi- 
dential construction along hillsides. 

The building collapse has reignited a 
flap in swank Kuala Lumpur neighigour- 
hoods such as Bangsar, where 17 high-rise 
apartment blocks have gone up since 
1980. Bangsar has the country’s highest- 
density condo developments, and is one 
of the hilliest sites where such structures 
have been built. Though the government 
has suspended further condominium de- 
velopment there, Bangsar residents still 
demand developers show stricter compli- 
ance with building-safety and environ- 
mental codes. 
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The tragedy also comes at an unfortu- | 


nate time for the construction industry. 


+ Property transactions in West Malaysia | 
have been on a downtrend since late 1992. 
According to the Finance Ministry, the | 
number of approved houses built by de- - 
velopers fell a year-on-year 17% to 33,575 | 
units in the first half of 1993. "It's bad | 
enough if the market just goes quiet fora | 


while," Boyd says. 


‘The implications loom largest for the | 
condominium market. Experts estimate | 
that more than 100 such projects (totalling | 
nearly 20,000 apartments) have been built | 


near Kuala Lumpur alone over the last 


eight years. Some 48 projects are due for | 
completion there this year. At least half of | 
all Malaysia's condominium buildings are | 
situated on or near hilly terrain, raising | 
questions about their commercial viability. | 

Already, property agents are reporting | 
a rash of buyers abandoning purchases of | 
hillside condo units, even if that means for- | 


feiting deposits of M$3,000 to M$10,000. 


Conversely, the collapse has provided a | 
fillip for low-rise, landed property. Steven | 
Lim of Bandar Sunway, one of Malaysia's | 
leading property developers, cites a two- | 
storey house outside Kuala Lumpur whose | 
market value has risen since the disaster to. | 


M$210,000 from M$190,000. 

Companies with low-rise residential 
projects stand to benefit. David Yong, an 
investment analyst with J. M. Sassoon, says 
listed companies which could gain include 
Land & General, owner of a huge town- 
ship project called Sri Damansara, and 
Sime Darby unit Sime UEP, which builds 

, homes in Subang, outside Kuala Lumpur. 


For those still interested, however, con- | 


dominium prices are expected to fall 10- 


20% this year, from an average of | 
M$360,000 for a two-bedroom unit in a | 
choice part of town. Rentals are also likely | 
to fall. Up-market units, averaging | 


M$3,000-6,000 a month in Kuala Lumpur, 


could see drops of 10-30% in 1994, says Ho | 
Chin Soon, chief executive of a local prop- | 


erty-information company. 


For condo developers, the consequences | 
of the Highland Towers disaster go well | 
beyond existing properties: the govern- | 
ment's hard-line policy on hillside projects | 
could severely restrict the choice of future | 
building sites and reduce the number of | 
new condos coming onto the market each | 
year, even if flat-land projects expand. That | 
have huge ramifications for residen- | 





tial demography. Developers, meanwhile, 


may start to shun tall projects, even office i 


towers and hotels. 


In the end, however, the Highland Tow- | 
ers tragedy may serve as a costly reminder 
that development may be at the expense of | 
public safety. Says Gurmit Singh, president | 
of the Environmental Protection Society of | 

‘Malaysia: “It will also be a real test of | 
whether the building industry in this coun- | 
try has any conscience." "i 
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ENTERPRISE P 


Musical Chairs ! 


Hong Kong’s Naxos shakes up market in classical CDs 





By Simon Elegant in Hong Kong 

hen Klaus Heymann says he likes 
W* keep his overheads low, he 

isn't kidding. Visitors to the Hong 
Kong headquarters of his Naxos record la- 
bel must negotiate past forklift trucks 
speeding around the grimy forecourt of a 
factory warehouse, then cower in the back 
of a huge freight elevator behind trolleys 
stacked high with packing cases and card- 
board boxes. 

Inside the company's offices, conditions 
are spartan. "It's against my convictions to 
spend money on carpets," or other forms 
of office decoration, says Heymann, a long- 
time Hong Kong resident. With a sweep of 
his arm, he indicates the scuffed white floor 
tiles, the strip lighting and the flimsy ply- 
wood cubicles for the nine 
full-time employees. 

The 57-year-old German's 
parsimony is much more than 
just corporate image-building. 
Both Heymann and his com- 
petitors say cost-consciousness 
— and the low prices it allows 
the company to charge — is 
the driving force that in the 
past three years has lifted 
Naxos from an obscure Hong 
Kong-based budget label to 
one of the top names in the 
classical compact disc (CD) 
business. Naxos CDs generally 
sell for about a third to half the price set by 
the so-called “majors,” recording com- 
panies with household names such as 
PolyGram, Decca and EMI. In a market long- 
dominated by a small group of well-en- 
trenched companies, such aggressive pric- 
ing has brought Naxos explosive success. 

In 1993, Naxos made its most spec- 
tacular inroads in the United States, selling 
1 million discs in a market it had entered 
little more than a year earlier. Such gains 
were nearly matched in Europe and Asia, 
where Naxos racked up year-on-year sales 
growth of 40-50%, hitting an astonishing 
74% in the lucrative German market in the 
closing months of 1993. Heymann says 
worldwide revenues in 1993 ran about 
US$37.5 million on sales of 7.5 million CDs, 
or roughly 10% of all classical music CDs 
sold. In 1992, Naxos sold 5 million CDs. e 

Heymann will be pushing for ggeater 
penetration into markets such as Japae and 
the U.S., where Naxos “is still weak." If 
markets where Naxos is already doing 
well, the company will stress its burgeon- 
ing catalogue. Heymann aims to@dd 150 
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titles this year to the existing 600. 

He has been tapping relatively un- 
known East European orchestras for re- 
cordings since the early 1980s to take ad- 
vantage of their availability and cheapness. 
But “it was really just a hobby, it wasn’t 
profitable at all,” he says. It was only in 
1987, when the production price of CDs 
began to drop, that he figured there might 
be a market for digitally recorded, budget- 
price classical recordings on CD. 

Using 23 digital recordings from a 
Czech orchestra, Heymann put out sharply 
discounted record- 









DISCOVER TH 
ib d CLASSICS 


Heymann and Naxos CD: quick boost. 


ings of classical standards and “immedi- 
ately realised I was onto something good.” 
Initially, “I thought it would last a year or 
so," Heymann says. “I thought the majors 
would do something. But they didn’t, and 
after two years I said to myself, ‘I don’t 
think those guys are ever going to wake 
up.” 

In fact, other record producers began to 
respond only in the past few years. The 
response came in the form of new budget 
labels utilising the majors’ vast back cata- 
logues. Despite bearing some of the great 
names in classical music, however, the re- 
cordings all suffer from being re-issues of 
previously released material and from be- 
ing recorded in pre-digital days. 

"There's no doubt the fact that [Naxos' 
recordings] are all new and all digital does 
weigh very heavily in their favour," says 
James Jolly, editor of the London-based 
Gramophome magazine. 

So far, the majors’ efforts to halt Naxos’ 
headlong rise haven’t met with much suc- 
cess. When PolyGram laurthed its Bel Art 
budge} label in September 1993, even the 
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cachet of names such as Pavarotti and 
Karajan didn’t help much. Heymann says 
that in the first months after Bel Art's 
launch, Naxos’ sales continued to climb. 

With that experience, Heymann says he 
realised that Naxos was well-enough es- 
tablished that he could now fight the ma- 
jor record companies on their own terms. 
“Until last year, I was surprised at our suc- 
cess and a bit nervous, but now we've 
weathered the attacks of the big boys, I feel 
very confident," he says. 

One of the reasons for that confidence 
is Naxos' low overheads, which give it the 
flexibility to cut its prices further if neces- 
sary. “I could cut my prices another 40% 
and still make a profit Heymann boasts. 
“Our overhead is 3%. For the majors, by 
their own admission, their overheads are 
around 20%.” 

The key to that discrepancy lies in the 
prices Naxos and its rivals pay for their 
recordings. At Naxos, artists are paid a 

flat, ^modest" fee for their perform- 

ances and don't get any royalties, 
however large subsequent sales. The 
majors, Heymann says, are swamped 
by the demands of their stars: "Mr. 
Superstar expects to stay in a five-star 
hotel with Moet Chandon in the fridge 
and a meal laid on at a Michelin- 
starred restaurant. The company also 
has to send people to look after the art- 
ists, and they all expect to stay at the 
five-star hotel and eat at the Michelin 
restaurant, too." 

At Naxos, the only company repre- 

sentatives at recording sessions usually 
are a producer and engineer, often hired 
on contract for that recording session. 
“My artists have got used to being on their 
own," Heymann says. "They're picked up 
at the airport and get a per diem, but no 
mini-bar expenses. Who says all these ex- 
penses make a better recording, anyway? 
They might make a worse recording if the 
star drinks too much the night before and 
then can't sing well the next day." 

Not surprisingly, some record company 
executives find Heymann's analysis too 
simplistic. Naxos and the majors are cater- 
ing to "two different kinds of people," says 
Udo Von Stein, executive vice-president for 
Sony Classical in Hamburg. "Anybody 
who has some musical knowledge would 
be interested in the artist," Stein says, and 
consequently willing to pay a premium for 
a great performance. “But budget [labels] 
cater for people who are more interested in 
just listening to a pleasant piece of music." 

Few in the industry, however, have any 
complaints about the artistic quality of 
Naxos' performers. "Of course the top 
performers at Decca or Deutsche Gram- 
mophon are without peer," says Stuart 
Rubin, vice-president in charge of the Asia- 
Pacific region for BMG International. “But 
[Naxos'] range . . . is very good and can be 
excellent." a 
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CHINA 
Textile Agreement Struck 


United States and Chinese 
negotiators signed a textile 
agreement, averting a trade 
war over illegal Chinese sales 
of textiles and apparel. 
Washington had threatened to 
impose large quota cuts unless 
China promised to stop such 
sales. The three-year 
agreement freezes China's 
1994 quota at last year's levels 
and caps growth at 196 for the 
following two years. 


Grain Reassurance 

Seeking to calm panicky 
consumers, China announced 
that it has per-capita grain 
reserves of 102.5 kilograms, 
enough for six months, and 
that grain consumption is 
declining. Price increases of up 
to 30% in some cities since 
November have sparked panic 
buying, prompting Beijing to 
impose price ceilings and warn 
against hoarding. 


Record Bond Offer 


In its biggest overseas issue to 
date, China will sell US$1 
billion in 10-year bonds in the 
U.S., Europe, Asia and 
elsewhere. The proceeds will 
finance infrastructure projects. 
Wall Street giant Merrill Lynch 
will lead-manage the issue. 


JAPAN 
Tonen Chief to Leave 


The president of oil refiner 
Tonen will step down on 
March 30, allegedly over an 
unusual dispute with the 
firm's foreign shareholders. 
Oil-industry analysts say 
Nobuyuki Nakahara was 
ousted from his post by 
Tonen's two largest 
shareholders, Exxon and Mobil 
of the U.S., for refusing to 
increase the company's 
dividend payouts. 


Sega-Microsoft Venture 
Video-game maker Sega 
announced that it would team 
up with America's largest 
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Chinese textiles: no war with U.S. 


software company, Microsoft, 
in developing its next- 
generation player, the Saturn. 
Microsoft will build the 
operating system for the 32-bit 
machine, to be released this 
year. It is Microsoft's first 
foray into the market for 
home-entertainment software. 


VIETNAM 

Oil-Refining Venture 
Taiwan's state-run Chinese 
Petroleum Corp. (CPC) said it 
will join France's Total in 
building a US$1.2 billion oil 
refinery in Vietnam. Vietnam's 


Na 


Vietnam venture for Total. 





government-owned 
PetroVietnam, CPC and Total 
will each control 30% of 
project. The remaining 10% 
will be held by Taiwan's 
China Investment & 
Development Co. 


Current Accounts 


The State Bank, in another step 
to align the former socialigt 
banking system with the 








government's free-market 
reforms, will allow private 
citizens to open current 
accounts. Earlier, only 
businesses and official 
organisations were authorised 
to make cheque payments in 
an economy where most 
payments are made in cash. 


MALAYSIA * 
Tin Operation to Close 


Asian Rare Earth, a 
controversial, decade-old 
Malaysian joint venture 
between Japan's Mitsubishi 
Kasei and local firm Beh 
Minerals, will not resume 
operations, Mitsubishi said on 
January 18. The ¥1 billion 
(US$9 million) tin-slag 
processing operation was first 
hit by lawsuits in 1985 on 
grounds that it was issuing 
highly dangerous radioactive 
gases. The halt comes despite a 
December 23 Supreme Court 
ruling overturning a 1992 
Malaysian High Court decision 
ordering the company to cease 
operations. 


Hong Leong Buys Stake 


The Hong Leong financial 
group said it will buy a 29.9% 
stake in Kuala Lumpur's 
Perdana Merchant Bank for 
M$37 million (US$14 million), 
making it one of Malaysia’s 
leading financial 
supermarkets. Perdana is 50%- 
controlled by listed financial 
company Advance Synergy. In 
return, Hong Leong is selling 
its 32.9% stake in Ban Hin Lee, 
a small commercial bank, to 
Advance Synergy for M$276 
million. Hong Leong took over 
Malaysia’s MUI Bank last year. 


SOUTH KOREA 
Sunkyong Plans Bid 


The Sunkyong Group said it 
will bid for shares in € 
government-controlled Korfa 
Mobile Telecom later tiis 
month rather than joing 
consortium of four other 
conglomerates that is expectedy 
e 
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to win the nation’s second 
mobile telecom licence. 
Sunkyong won that licence in 
1992 but relinquished it after 
charges of nepotism were 
levelled at the group. 





INDIA 
Sinar Mas Paper Project 


Indonesia’s Sinar Mas 
industrial group announced 
plans for a Rs 4.5 billion 
(US$142 million) plant at Pune 
in western India to make high- 
grade paper and boards from 
pulp. Currently most high- 
quality paper for publishing 
and packaging is imported 
under a 110% duty. 
Production is to start at the 
end of 1995, initially at 100,000 
tonnes a year. 





TAIWAN 
Investments Approved 


The Ministry of Finance has 
approved equity investments 
by 15 private banks. The 
decision is expected to release 
an estimated NT$17 billion 
(US$640 million) into the 
stockmarket before the 
Chinese New Year. The 
ministry stipulated that the 
banks may invest only in 
companies that have shown 
net-profit growth of at least 6% 
for three consecutive years. 
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Forecast % growth in 
visitor arrivals, 1994 





' Source: Peregrine Securities 
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KUALA LUMPUR 
Hung Over 


N obody likes a rowdy party. But party 
poopers aren't welcome either. Ask 


Tun Daim Zainuddin, the former Malay- 
sian finance minister, whose remarks to a 
local newsagency punctured the biggest 
bull run in Malaysia's history. 

Daim, who now serves as an "economic 





adviser" to the government, says he was, 


worried by the astronomic rise in share 
prices since the rally started over 10 
months ago. This led him to conclude that 
there was a big correction on the way. 
"When there is a crash, the small fellows, 
particularly the new ones in the market are 
going to suffer the most," he told Bernama, 
the official government news agency, in a 
story carried by most local newspapers on 
January 11. 

Daim also said he was disturbed by per- 
sistent rumours that he is one of the big- 
gest hands in the market. The rumours, he 
said, were being used by speculators to 
unnecessarily drive up the prices of key 
stocks. As a public service, Daim decided 
to clear up such misunderstandings. He 
said he had "cashed out" except for a few 
“blue chips.” 

“I just play for pocket money. I need 
some money for the weekend . . . but peo- 
ple say that I am a big player,” he asserted. 

Daim's words hit the market like a ton 
of bricks. The Kuala Lumpur Stock Ex- 
change's (KLSE) key Composite Index dived 
67.20 points, or 5.656, to 1,139.55 on the day 
the former finance minister’s words ap- 
peared in print. By January 13, the Index 
had slumped 14.72% to 1,029.17 from its 
January 10 close, as panicky investors con- 
tinued to dump shares. Prices have since 
' recovered somewhat. But the damage to 
market sentiment is considerable. 

The irony of Daim's warning is that it 
crushed the very investors that it sought to 
protect. Thousands of punters, confused by 
broker predictions that the KLSE’s mam- 
moth run would go on for another six 
months, lost millions, if not billions, of 
Malaysian dollars in the sell-off. 

This left some inevitable bad feelings in 
its wake. Shroff understands that a local 
news editor who gave prominence to 
Daim’s remarks has since received a 
wooden coffin at his office from anony- 
mous people who have no humour leftfin 
their margin accounts. 

Shroff would be the last to dispu® thag 
shares in Malaysia were overdue for a cog. 
rection. But Daim’s act of conscience raises 
a pertinent point: why did he wpit until 
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now to deliver his warning? 

Was the KLSE any less over-bought 
when the Composite Index was trading at 
900 or 1,000, than when it breached 1,200? 
Or at price-earnings ratios of 29 or 30 times 
based on 1993 earnings, rather than 34 
times? Shroff thinks the lesson could have 
been driven home earlier and with much 
less pain to amateur investors. 

Daim says he was forced to make the 
remarks when investors failed to heed 
warnings by Prime Minister Datuk Seri 
Mahathir Mohamad and Finance Minister 
Datuk Seri Anwar Ibrahim. But such po- 
tent intervention by one man raises ques- 
tions about whether fundamentals drive 
the Malaysian market — and how free it is 
from political interference. i Doug Tsuruoka 


HONG KONG 
Coming Up Short 


hen Marc Faber issued his Gloom, 
Boom and Doom Christmas Report, 
he advised readers to sell Hong Kong 
Telecom. One popular strategy: short the 
American depositary receipts in New York. 
At any moment, there is US$3-10 billion 
in Hong Kong shares being lent out, ac- 
cording to Paul Phenix, head of compli- 
ance at the Hong Kong Stock Exchange. 
Most of it is to facilitate short selling. (In- 
vestors who short shares are selling for- 
ward shares they don't own in the hope 
that when the time comes to deliver, the 
price will have declined.) And virtually all 
such transactions are done offshore. 
“Trades are going through other exchanges 
and we age losing business,” he laments. 
With the inauguration of its pilot 
scheme in short selling on January 3, the 
exchange hopes to do something about this 
migration. Until the changes were intro- 
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duced, it was illegal to hold short positions 
unless investors borrowed the shares they 
were selling short. Moreover, it was finan- 
cially unattractive to do so, as a stamp duty 
was levied on both borrowers and lenders. 

In its first attempts to recapture busi- 
ness, the exchange now makes it legal for 
investors to short shares through registered 
brokers without paying stamp duties — 
but only for 21 of the most liquid shares, 
for a mere 14 days. Even officials confess 
that the response has been under- 
whelming. When the exchange releases its 
first report of short interest, it will not show 
much. "Investors are taking a wait-and-see 
attitude," Phenix says. 

In fact, most investors aren't even both- 
ering to do that much. "It is a non-issue 
because of the restrictions," says one fund 
manager. A broker with Smith New Court 
says the firm won't register to do the busi- 
ness for the same reason. Those who have 
been aggressive in shorting shares offshore 
are likely to continue to do so. "When you 
expect a downward move of 15% to 30%, 
stamp duty of 15 or 30 basis points isn't 
going to be much of a consideration any- 
how," explains a hedge-fund manager. 
“What matters is to be able to hold a posi- 
tion for months, not days." 

Still, the exchange is proceeding in the 
right direction. Virtually all shares have 
moved from physically changing hands in 
an endless paper game to the new auto- 
mated matching trading system. The tech- 
nology, in turn, makes it possible for inves- 
tors to do what counterparts in New York, 
London and Tokyo already do: pursue 
various strategies that allow them to bet 
aggressively or hedge more effectively 
with a host of instruments. 

Compared to the wide choice of deriva- 
tives and trading strategies in those mar- 
kets, Hong Kong remains relatively under- 
developed. Until short selling becomes 
easier, for example, brokers will be reluc- 
tant to offer options on individual stocks to 
their clients. Officials hope to launch ex- 
change-traded options later this year. 

Many players sympathise with the ex- 
change, though. "There is a different psy- 
chology here," says David Handmaker, di- 
rector of institutional services at Standard 
Chartered's Equitor Group, which is in the 
business of lending shares. "In markets 
where punters play a major role, to just 
throw in highly volatile instruments can be 
a double-edged sword." The exchange 
hopes relaxed rules on short selling can 
tempt more institutional investors. But new 
instruments and new practices mean inves- 
tors have ways to express their bearish 
moods much more effectively as well. 

m Henny Sender 
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WWF - World Wide Fund for Nature, one of the 
world's leading Non-Governmental Conservation 
Organisations, is seeking to appoint a: 


WWF 
PROGRAMME DIRECTOR 


Who will be responsible for the continued development and coordination 
of a diverse, integrated and multi-disciplinary conservation programme 
which addresses WWF's Mission and Global Priorities. This position is 
based in Gland, Switzerland. 

THE MAIN RESPONSIBILITIES INCLUDE: 

* To provide broad programmatic guidance to WWF International and its 
28 affiliate and associate National Organisations throughout the world. 

* To integrate the work of programme staff from diverse disciplines and 
regions to coherently address WWF's conservation priorities. 

* To ensure that the needs of WWF National Organisations for 
information on the use of funds and on WWF's conservation 
achievements are met. 

REQUIREMENTS: 

* At least 10 years of proven leadership in the field of conservation; 

* An advanced university degree in a field relevant to nature conservation 
or natural resource management; 

* Strong background in conservation of natural resources, especially in 
implementing conservation programmes based on principles of 
sustainable resource use in developing countries; 

* A strategic approach to the development and implementation of 
conservation programmes; 

* Strong diplomatic, communication and people management skills; 

* Fluency in English, with at least one other major international language. 

A detailed position description for this post is available on request. 


Applications, including a full Curriculum Vitae, the names of at least two 
referees, and a recent photograph should be sent before 18 February 
1994 to: Ms Tineke Elgersma, WWF International, Avenue du Mont Blanc, 
1196 Gland, Switzerland. Tel: +41.22.364 92 37. Fax +41.22.364 53 B5. 
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PUBLIC ENTERPRISE REFORM 
AND PRIVATISATION 


A four week programme that identifies and suggests ways of 
overcoming the constraints to effective public sector and public 
enterprise performance. It examines issues of restructuring and 
rehabilitation in relation to privatisation and reform of public 
enterprises. The programme puts participants in touch with leading 
authorities and practitioners in the field. It is suitable for those 
involved in policy-making, management and research into privati- 
sation and public enterprise reform in an international context. One 
week of the programme will be spent at Cambridge University and 
participants will also attend an international conference on “Tran- 
sition and Development” 

Dates: 6 June to 1 July 1994. Fee: £4000 which includes 
accommodation and all fieldwork expenses. 

Applications to, and further details from: Carole Knight. 
Institute for Development Policy and Management, University of 

. Manchestor, Crawford House, Precinct Centre, Oxford Roag 
Manchester M13 9QS, UK. Tel: 061 275 2825, Fax: 061 273 882 
Please quote Ref: FER/MU 
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agement. Requires: MS or equivalent 


in natural resource management, en- On request 

vironmental studies, or related field; ALL CREDIT CARDS ACCEPTED 

3-5 years experience in conservation/ For meas MI VN troe 80-page 
otected area management or inter- 

protected area manageme: intei Cott buds tact 





national development, preferably in 










Southeast Asia; good communication Companies AM Aceon isie Man 
and administrative skills; experience Tel: 0624 815544 Fax: 0624 815548 
in managing field projects preferred: PETER SIDNEY 

fluency in English and knowledge of 72 New Bond Street, London W1Y 8DD 
Vietnamese, Closing date is February Tet 071 365 1096 Fax: 071 495 3017 
4, 1994. Please send cover letter and DIANA BEAN 


24 Raffles Place, 26-05 Vra Centre 


Singapore 01 
Tel: (65) 535 3382 Fax: (6) 535 3991 
STELLA HO 
2402 Bank of America Tower, 
12 Harcourt Road, Gentral, Hong Kong, 
Tet (852) 522 0172. Fax: (852) 521 1190 


KEVIN MIRECKI Ai at Law 

3501 Jamboree Road, Suite 2100, 

Newport Beach, CA 92660, U.S.A, * 
Tek (714) 854 3344. Fax: (714) 854 6967 







resume by mail: WWF, Human Re- 
sources Dept. 380FE, 1250 24th 
Street, N.W. Washington, D.C. 20037 
or by FAX: 202-293-0211. AA/EOE 


For QUALITY 


response SUZANNE GUJADHUR 
Les Cascades Building, 5th Floor, 
sae Bc Cavall Streat Port Louis, Rep . of Mauritius: 
fal: (230) Fi 429833 


advertise in this UK 0800069908 
section ,_ USA 1-800-2834444 


dir am ae n n atr m n en un anm an 


Other jurisdictions and offshore trusts available 














x raining Manager i * 
Vietnam Global Environment í o F FS HORE LA 
Fund Project COMPAN ] ES A 
The World Wildlife Fund Full Nominee Management, Accounting 
(WWE) Program Office in Hanoi, and Admin services available at , 
Vietnam, seeks an experienced pro- reasonable cost with no hidden extre, — M 
fessional to administer and provide Ready made Companies avaiable, j 
technical assistance to the Global : BAHAMAS aa ied i 
Environment Fund (GEF) project in € DELAWAHE $295 Cl 
Vietnam. Project is being executed è GIBRALTAR £20 M 
by the UNDP Office for Project Serv- € HONG KONG $3500 p 
ices ina sub-contract with WWF-US. € ISLE OF MAN £250 Ó 
Main goals are professional develop- : MADEIRA < "e " 
ment and training for the Ministry of € PANAMA $800 
Forestry field staff in biodiversity € S. IRELAND £225 
conservation and protected rea man- @ W. SAMOA $750 
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Notice p 


THE AUSTRALIA AND PACIFIC SCIENCE FOUNDATION 
Call for Applications for Research Grants 


The Foundation's aim is to help stimulate scientific research, especially in 
biological fields, by financial grants. 


Suitable projects will be those likely to give results with practical application 
relevant to the S W Pacific area and particularly in developing regions. 
Involvement of nationals of countries concerned is favoured. 


Preference will be given to projects for which funding from well known 
sources may not readily be available or where a grant might have a 
‘catalytic’ effect in relation to further development. Direct research ‘costs 
only are usually considered eligible. Support solely for academic study or 
attendance at conferences should not be expected. 


The foundation's resources are relatively modest and individual grants 
would ordinarily be ina range around V 10,000a year and for not more than 
2 years. 


Expressions of interest are invited together with a very brief statement 
describing the project proposed. Following preliminary selection, potential 
applicants will be forwarded details of information required to permit a full 
submission for further consideration of the proposal by the Research 
Committee of the Foundation, which may seek or proffer advice about 
specific p before reaching a final decision. 

Enquiries initially befordFeb. 28th should be addressed to: 4 


Powell Kwok Baker and Co., 
12th Floor, 55 Clarence Street, 
Sydney, SW 2000 

bd Fax: 61 2 262 3090 
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PROFILE 


Chodchoy Sophonpanich 
Thailand 





The Eyes Have It 





Businesswoman leads campaign to fight 
littering and pollution in Thailand 





By Rodney Tasker 

he looks like a million dollars, and, 
S as a member of one of Thailand's 
wealthiest business families, she is 
probably worth it. Yet it is a pair of scowl- 
ing eyes that have put Chodchoy Sophon- 
panich on the map. 

Not her eyes, but cartoon ones designed 
to get Thailand to clean up its act. They 
seem to have worked. "Children think they 
are a ghost who watches them wherever 
they are — and once you think someone is 
watching you, you are frightened," says 
Chodchoy. 

Chodchoy's frowning-eyes posters can 
be seen nation-wide, particularly in dirty, 
polluted Bangkok. They are the image of a 
nine-year campaign she has conducted to 
stop people from throwing litter in the 
streets and generally to be environmentally 
aware. 

As head of the Thai Environmental and 
Community Development Association, she 
could easily be dismissed as just another 
do-gooder facing an uphill battle against a 
prevailing system. Industrialists in eco- 
nomically booming Thailand are not 
known to be worried about the pollution 
they cause as long as profits rise; bureau- 
crats look the other way, and the Thais as a 
whole have tended to regard their sur- 
roundings as a vast garbage can, with no 
stigma attached to throwing refuse in any 
direction they want. 

But Chodchoy carries a great deal more 
clout than the average non-government 
campaigner. For a start she*has been 
awarded the honorific title of khunying, 
which in English terms would roughly 
translate as dame. But, more important, she 
is a member of the leading Sophonpanich 
business family. $9 

Her eldest brother, Chatri, is chafrman 
of the Bangkok Bank, Southeast Asia’$ largy 
est bank, foux led by her father. Two ohg 
brothers, Chote and Choedchu, head lead- 
ing Bangkok finance companies. nother, 


Chai, is the boss of Bangkok Insurance, 
Thailand's biggest insurance company. 
Two other brothers, Charn and Robin, are 
also influential businessmen. 

Chodchoy herself is no slouch in busi- 
ness either. For 15 years she was managing 
director of the Diners Club credit card op- 
eration, Thailand's first experience with 
credit cards. She says she used to tell her 
own children — three sons and a daughter 
— not to throw litter in the roads, and "it 
started me thinking that maybe I should 
start a programme encouraging public re- 
sponsibility." 

After leaving Diners Club in 1983, 
Chodchoy decided on a career teaching 
Thais environmental awareness. The eyes 
logo was her idea to symbolise her cam- 
paign, even though a marketing company 
changed her original plan of "magnificent 
eyes" to “magic eyes." The eyes posters are 
now at every corner of urban Thailand, and 
particularly in school classrooms. 

Her business credentials and her family 
name give her access to major corporations 
and the government. The companies cough 
up the money for her environmental 
projects, while the local authorities help to 
implement them. Chodchoy claims to have 
garnered support from most of the mar- 
keting managers of Bangkok's big com- 
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Chodchoy's Magic Eye: Litterbugs beware. 
e 


FAR EASTERN ECONOMIC REVIEW 


panies. Apart from the successful "magic 
eyes" anti-litter campaign, Chodchoy is 
exhorting companies that line Bangkok's 
Chao Phraya River to be careful with their 
waste. Her "Love the Chao Phraya" cam- 
paign frowns on companies that pollute the 
river. 

Apart from her mission to get Thais to 
put their litter into garbage cans and to pre- 
vail on companies not to pollute the water- 
ways, Chodchoy's current focus is on 
Bangkok's mass-transit plans. She is lead- 
ing a campaign to stop a project by Bang- 
kok's Metropolitan Rapid Transit Author- 
ity to build an elevated train system in in- 


ner-Bangkok. 
S air pollution aspects of the proposed 

system. Many small businessmen 
have rallied to her flag because their land 
and road-access will be affected. Chodchoy 
recently handed over a petition complain- 
ing about the project to Prime Minister 
Chuan Leekpai. It was a measure of her 
status that Chuan received her petition per- 
sonally. 

Her theme has been taken up by sev- 
eral leading Bangkok academics. Everyone, 
including Chodchoy, is aware that some- 
thing has to be done to solve Bangkok's 
massive traffic problems, but the message 
to the government is that it should opt for 
a more expensive subway system. 

Given her influence among big-business 
circles and her relentless campaigning, it 
seems likely that Chodchoy will have her 
way in sinking the overhead rail project — 
particularly as it may overlap with two 
other mass-transit systems which have al- 
ready been given the green light: Hopewell 
(Thailand) is about to construct a compli- 
cated rail and road overhead system and 
the Thanayong company has been chosen 
to put up a similar elevated train system in 
inner-Bangkok. ^I have a feeling we may 
succeed," says Chodchoy. In other words, 
the eyes may have it. a 


he is worried about the noise and 
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BANGLADESH 





j (A 2m HORIZON FOR PROFITABLE 
FOREIGN INVESTMENT 


Surprised? Well, don't be. Bangladesh is a land of opportunity for foreign investors. As the 21st century 
approaches, Bangladesh, with its vast and diverse economy, is poised to become one of Asia's key emerging 
industrial locations. 


Bangladesh offers a wide array of attractive incentives that will best serve your needs. But what makes 
Bangladesh unique is a young, highly adaptable work force and a strategic location at the doorstep to markets in 
both the East and West. Together these features and the country's liberalized investment and economic policy 
reforms combine to make Bangladesh the lowest-cost production base you will find anywhere on the globe. 


Take a look at just a few of the benefits we offer to help your business grow: 


egenerous tax holidays 
«opportunities in virtually all industry sectors 
erelaxed foreign exchange controls 
«unlimited equity participation with no approvals necessary 
«easy access to work permits 
«simplified administrative procedures 


And many more incentives and programmes, all designed to make it easy for foreign investors to take advantage of 
opportunities for business growth. 


There's never been a better time to invest in Bangladesh! 
For more information contact: 


Executive Chairman . 
Fax: 880 (2) 833 626. Telex: 642 212 BOI BJ 





e. 
Board of Investment ~~ a 
a Prime Minister's Office s m. 
Shilpa Bhaban, 91, Motijheel C/A * t 
Dhak@ Bangladesh e 
$^ ° 
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Your confidence, 


our daily challenge 


In a world of apparently diminishing tension, new 


situations are constantly arising that threaten to result in. 
conflict. Which is why there*is a need to anticipate sudden fies 
we 


changes, and plan ahead with innovative solutions. 


"7 d 


make an operation successful. Confidence in the 


' equipment, in its readiness, ‘its reliability and efficiency. 


s; | 
Designing, developing and'building reliable and effective 


systems is our constant concern. 








